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BEFORE  THE 


Interstate  Commerce  Commission. 


Business  Men’s  League  of  St.  Louis, 
Complainant, 
vs. 


Argument  of  Chicago 
Intervenors. 


The  A.,  T.  & S.  F.  Ry.  Co.  et  al., 


Defendants. 


While  adopting  both  the  complaint  and  argument  of  the 
Business  Men’s  League  of  St.  Louis,  we  wish  to  add  to  their 
attorney’s  legal  argument  a further  statement,  going  more 
into  technical  details  from  both  a transportation  and  com- 
mercial standpoint.  In  so  doing  we  apologize  for  the  disap- 
pearance of  our  counsel,  whose  railroad  connections  have 
•caused  his  withdrawal  from  the  case. 

This  cause  represents  an  injustice  to  the  wholesale  deal- 
ers in  various  classes  of  merchandise,  located  in  the  Missis- 
sippi Valley,  from  St.  Paul  and  Duluth,  on  the  north,  to  St. 
Louis  and  Memphis,  on  the  south,  including  an  area,  east 
and  west,  as  wide  as  the  Louisiana  Purchase. 

It  is  unique  in  that  it  not  only  expresses  hardships,  under 
which  the  merchants  in  the  territory  described  are  suffer- 
ing, but  also  voices  the  desire  of  some  of  the  defendant 
carriers  to  adopt  a more  equitable  basis  of  rates,  which  they 
are  unable  to  do  while  a minority  of  their  number  dominates 
the  greater  part  of  the  Pacific  slope,  in  the  matter  of  freight 
rates;  also  in  that  the  very  merchants  of  the  Pacific  slope, 

. who  have  allied  themselves  to  the  Southern  Pacific  Com- 
pany  in  the  defense  of  this  case,  are  the  men  who,  in  1892, 
fought  a bitter  fight  against  the  company  with  which  they 
now  make  common  cause. 


2 


We  have  shown  by  evidence,  and  hope  to  make  plain  by 
argument,  that  the  reason  for  this  change  of  attitude  on  the 
part  of  the  Pacific  Coast  jobbers,  can  be  found  in  the  present 
adjustment  of  freight  rat£s,  whereby,  through  compromise 
with  their  old  enemy,  the  Southern  Pacific  Company,  they 
have  shifted  their  natural  disability  of  remote  location  to  the 
shoulders  of  the  merchants  of  the  Mississippi  Valley. 

The  far-reaching  power  of  the  carrier  dominant  in  Cali- 
fornia has  been  forcibly  brought  to  our  notice  by  the  diffi- 
culty encountered  in  securing  open  testimony  or  statistical 
information  from  railroad  officials,  whose  lines  are  connec- 
tions of  that  carrier,  who  secretly  tendered  aid  and  who  at 
heart  desire  the  adjustment  for  which  we  are  praying.  Com- 
petent witnesses,  expert  in  railway  affairs,  both  those  em- 
ployed and  unemployed,  have  begged  to  be  excused  from 
testifying,  from  fear  of  giving  offense  that  would  result  in 
discomfort  to  themselves  hereafter,  and  we  have  been  con- 
fronted with  the  alternative  of  compelling  the  attendance 
of  reluctant  witnesses,  or  relying  upon  the  evidence  of  wit- 
nesses summoned  on  behalf  of  the  respondents,  and  upon 
the  knowledge  of  the  Commissioners. 

The  Complaint  alleges  violations  of  Sections  3 and  4 of  * 
the  Act  to  Regulate  Commerce,  with  respect  to  rates  to  the 
Pacific  Coast,  in  the  following  particulars : 

I.  That  the  difference  between  the  carload  and  less-than- 
carload  rates  is  unreasonably  great. 

II.  That  articles  so  nearly  alike  in  bulk,  weight  and  value 
that  they  are  classified  together  in  the  Western  Classification 
are  rated  separately  in  the  Commodity  List,  and  often  at 
differing  rates,  unjustly  burdening  the  Mississippi  Valley 
merchants. 

III.  That,  disregarding  geographical  position  and  other 
factors,  there  exists  a system  of  ‘'blanket  rates,”  whereunder 
the  merchant  of  the  Mississippi  V alley  is  required  to  pay 
the  same  rate  for  all-rail  transportaCou  as  the  merchant 
located  upon  the  Atlantic  Coast. 

IV.  That  the  rates  to  intermediate  points  east  of  Pacific 
Coast  Terminals  are  greater  than  the  rates  to  such  terminals. 
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The  Answers  of  the  several  respondents  are  similar,  deny- 
ing violation  of  the  Act  to  Regulate  Commerce,  but  gener- 
ally admitted  the  facts  cited  by  the  complainants,  but 
also  defending  the  said  adjustments  upon  the  following 
grounds : 

( 1 ) With  respect  to  the  differences  between  carloads  and 
less-than-carloads,  that  the  carriers  are  justified  by  the  dif- 
ference in  cost  of  transportation  of  the  two  classes  of  freight 
in  maintaining  the  difference  complained  of ; and,  further, 
that  carloads  are  subject  to  water  competition,  of  controlling 
force,  while  less  than  carloads  are  not  to  the  same  extent 
subject  to  water  competition. 

(2)  With  respect  to  the  separation  into  different  com- 
modity rates  of  articles  usually  classified  together  in  the 
Western  Classification;  that  such  separation  does  not  create 
unjust  discrimination,  but  is  due  to  the  fact  that  circum- 
stances and  conditions  attending  the  transportation  of  the 
articles  referred  to  are  dissimilar  to  those  attending  ship- 
ment under  Western  Classification  to>  other  territories. 

(3)  With  respect  to  “blanket”  rates,  so  called,  that  water 
competition,  important  in  amount  and  of  controlling  force, 
exists  upon  shipments  from  the  Atlantic  Coast  to  the  Pacific 
Coast,  which  does  not  exist  from  St.  Louis,  Chicago  and 
other  interior  points,  justifying  the  observance  of  no  lower 
rating  from  such  interior  places  than  prevails  from  the 
Atlantic  Coast. 

(4)  With  respect  to  the  maintenance  of  higher  rates  to 
intermediate  points  east  of  Pacific  Coast  Terminals;  that 
water  competition  exists  from  the  Atlantic  Coast  to  the  Pa- 
cific Coast,  of  controlling  force,  which  does  not  exist  in  like 
degree  to  said  intermediate  points. 

The  answers  of  the  Northern  Pacific  and  Great  Northern 
Companies  differ  from  the  answers  of  the  other  respondents 
in  that  their  class  rates  maintained  from  their  Eastern  termi- 
nals, St.  Paul  and  Duluth,  to  intermediate  points,  do  not  ex- 
ceed the  class  rates  from  the  former  points  to  North  Pacific 
Coast  Terminals,  and  in  the  following  particular — that 
these  defendants  state  that  they  would  favor  an  adjustment 
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of  rates  on  a graded  scale  under  New  York  from  the  terri- 
tory now  governed  by  the  “blanket”  rate,  upon  a basis  that 
will  accord  to  the  lines  west  of  Chicago  and  Mississippi 
River  the  same  revenue  which  they  receive  on  shipments 
from  New  York.  The  Northern  Pacific  Company  admitted 
that  such  an  adjustment  would  enlarge  the  markets  for  the 
Pacific  Coast  purchasers  and  enable  the  shippers  of  the  Mis- 
sissippi Valley  to  compete  on  more  nearly  an  equality  with 
shippers  on  the  Atlantic  seaboard. 

In  the  various  hearings  of  this  case  accorded  by  the  Com- 
missioners, the  Southern  Pacific  Company  alone  of  the  de- 
fendant carriers  has  undertaken  the  defense,  confirming  the 
belief  of  the  complainants  that  the  Southern  Pacific  was 
chiefly  instrumental  in  causing  the  adoption  of  the  practices 
complained  of  and  is  chiefly  interested  in  the  perpetuation 
of  such  practices.  This  disappearance  of  the  defendants  is 
even  more  remarkable  than  the  absence  of  our  counsel. 
Their  place  has  been  taken  by  a coterie  of  merchants  on  the 
Pacific  Coast,  who  are  explaining  the  tariffs  of  the  carriers, 
and  professing  more  intimate  knowledge  of  how  the  details 
were  arranged  than  is  evidenced  by  the  carriers  themselves. 
This  exhibition  before  the  Commission  should  make  plain 
our  interpretation  of  the  motive  and  effect  of  the  tariff 
attacked  in  the  complaint. 

Now  to  consider,  seriatim,  the  complaint. 

(I.)— CARLOADS  AND  LESS. 

As  to  carload  and  less-than-carload  differences.  We  con- 
tend, and  have  shown,  that  existing  conditions  are  the  result 
of  a compact  between  the  Pacific  Coast  jobbers  and  the 
Southern  Pacific  Company  and  its  associates,  the  object  of 
which,  on  the  part  of  the  first  party,  was  to  debar  the  mer- 
chants of  the  Mississippi  Valley  from  selling  to  the  retailer 
on  the  Pacific  Coast.  That  they  accomplished  their  object 
is  shown  by  the  accompanying  diagram  of  sales  (Exhibit 
2A,  Wait),  taken  from  the  books  of  one  of  the  Chicago 
intervenors. 
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Explanation  of  Diagram. 

This  is  drawn  to  scale,  units  of  time  being  counted  horizontally,  and 
units  of  volume  vertically.  Each  angle  represents  the  relative  volume 
of  sales  for  a month.  The  left  hand  half  of  the  diagram  covers  the  year 
1897,  and  the  right  hand  half  the  year  1898.  The  date  of  taking 
effect  of  the  tariff  complained  of  is  shown  by  the  long  vertical  line. 
The  four  horizontal  lines  represent  the  average  volume  of  sales  for 
six  months.  The  sales  increased  considerably  during  1897.  This  is 
accounted  for  by  the  fact  that  business  conditions  all  over  the  country 
were  improving,  and  also  the  hardware  business  is  usually  more 
active  the  latter  half  than  in  the  first  half  of  the  year. 

The  year  1898  shows  for  the  first  six  months  an  average  almost 
equal  to  the  average  for  the  last  six  months  of  1897.  As  business 
conditions  were  still  improving,  and  as  in  other  territory  the  hardware 
business  for  the  second  half  of  1898  was  better  than  the  first  half, 
we  would  expect  to  find  an  average  shown  on  this  diagram  for  the 
second  six  months  of  1898  relatively  as  much  higher  than  the  first 
six  months  as  it  was  in  1897.  Instead  of  this  we  find  an  immediate 
drop  in  sales  after  the  taking  effect  of  the  tariff,  and  the  average 
almost  as  low  as  that  for  the  first  six  months  of  1897. 

The  large  sales  just  before  the  taking  effect  of  the  tariff  show  that 
the  increased  business  expected  was  actually  coming,  but  was  suddenly 
checked  by  the  unjust  tariff.  The  drop  in  the  business  on  the  Pacific 
Coast,  as  compared  with  business  generally,  can  not  be  laid  to  local 
conditions,  because,  during  the  time  that  our  business  decreased  about 
one-half  in  that  territory, the  bank  clearings  of  San  Francisco  show  an 
increase  of  $62,000,000. 

We  have  submitted  in  evidence  (page  76,  verbatim)  the 
petition  of  the  Pacific  Coast  Hardware  & Metal  Association, 
addressed  to  the  Trans-Continental  Roads,  wherein  they 
urge  that  the  differences  between  carloads  and  less-than- 
carloads  shall  be  increased,  and  set  forth  with  great  particu- 
larity the  changes  which  they  desire. 

We  have  shown,  also  (Exhibit  No.  1,  Wait),  the  remarks 
of  Mr.  Wheeler  at  the  meeting  held  in  St.  Paul,  May  23  and 
24,  1899,  when  he  was  speaking  for  the  Pacific  Coast  job- 
bers, wherein  he  makes  use  of  the  following  language,  viz : 

“That  we  have  faithfully  performed  our  part 
of  the  implied  contract,  entered  into  at  Milwaukee 
one  year  ago,  you  cannot  deny.  Why,  then,  are 
our  interests  made  to  suffer  by  a cancellation  of 
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your  obligations,  implied  only  though  they  may 
be,  under  said  contract  ?” 

and  in  the  testimony  of  Mr.  Wheeler  (page  1865,  verbatim) 
at  the  San  Francisco  hearing,  being  asked  by  the  complain- 
ant if  he  and  his  associates  had  suggested  to  the  railroads 
any  of  the  commodity  rates  adopted  at  the  Milwaukee  meet- 
ing, he  replied : 

“We  suggested  a good  many  changes.  We  sug- 
gested some  of  the  changes  which  appear  in  the 
Milwaukee  tariff.  Those  changes  were  submitted 
by  us  to  the  railroad  people.”  * * * “In 

some  instances  they  adopted  them.  I do  not  know 
if  they  did  it  in  all.” 

We  were  able  to  show,  by  the  testimony  of  Mr.  Van- 
landingham  in  St.  Louis  (Exhibit  4),  that  the  request  of 
the  Pacific  Coast  Hardware  & Metal  Association  was  adopt- 
ed by  the  railroads,  almost  entire  and  sometimes  verbatim. 

Also,  by  Exhibit  5 ( Vanlandingham),  that  the  Pacific 
Coast  Hardware  & Metal  Association  requested,  in  specific 
language,  that  the  less-than-carload  rate  should  be  in  no 
instance  less  than  50  cents  per  hundred  pounds  higher  than 
the  carload  rate  on  the  same  commodity,  and  we  have  shown 
by  the  tariffs  themselves  that  the  difference  established  by 
the  railroads  is  50  cents  per  hundred  pounds,  or  greater,  as 
demanded  by  the  Coast  merchants. 

By  Exhibit  6 (Vanlandingham),  and  by  Exhibit  1 
(Michaels),  that  the  principal  wholesale  drug  houses  of 
San  Francisco  and  Los  Angeles  petitioned  the  Railway 
Companies  for  “protection,”  and  suggested  in  particular 
terms  their  desires  as  to  freight  adjustment,  practically  all 
of  which  were  adopted  by  the  carriers : 

That  this  action  was  in  the  nature  of  a “snap  judgment” 
is  shown  by  the  testimony  of  Mr.  Somers,  General  Freight 
Agent  of  the  Great  Northern  R.  R.  (page  2631)  : 

“Mr.  Herrin  : ‘But  you  heard  both  sides  be- 
fore you  put  out  the  Milwaukee  tariff.  Mr. 
Somers  : ‘Excuse  me.  We  did  not  hear  both  sides 


before  we  put  out  the  Milwaukee  tariff,  except  the 
Middle  West  jobbers  stated  that  they  thought  we 
might  make  some  mistakes  in  making  the  differ- 
ence between  carloads  and  less  than  carloads  too 
great  in  the  tariff  then  under  consideration.  That 
is  about  all  the  hearing  they  had.’  ” (Page  2636.) 

“The  Middle  West  had  not  been  heard  very  thor- 
oughly. They  did  not  know  what  rates  were  to  be 
made;  they  knew  the  rates  in  effect  were  satisfac- 
tory. They  expressed  the  opinion  that  we  should 
not  advance  the  difference  between  carloads  and 
less  than  carloads.  They  were  anxious  to  know 
what  basis  of  rates  we  had  in  mind  of  establishing, 
and  we  could  not  tell  them  at  that  time,  and  there- 
fore they  could  not  discuss  them  very  much.” 

That  is,  that  although  our  representatives  attended  some 
of  these  meetings,  we  were  not  allowed  to  hear  what  the 
Pacific  Coast  jobbers  had  to  say,  and  could  not  ascertain,  in 
fact,  our  railroad  friends  did  not  seepi  to  know — what  the 
future  had  in  store  for  us.  The  only  exception  to  this  was 
the  attitude  of  the  Southern  Pacific  representatives,  who 
were  quite  frank  in  their  expressions  of  polite  hostility. 

We  have  shown,  by  Mr.  Sproule  (page  2086)  at  the  San 
Francisco  hearing,  that  there  was  a determination  on  the 
part  of  the  Southern  Pacific  Company  to  so  adjust  rates 
that  the  Pacific  Coast  merchant  should  be  “protected,”  and 
that  the  St.  Louis  and  Chicago  dealers  would  have  to  open 
stores  upon  the  Pacific  Coast,  if  they  wanted  to  retain  their 
trade  there. 

It  is  also  in  evidence  (Exhibit  1,  Wait),  that  after  the 
traffic  officials  of  the  Northern  Pacific  and  Great  Northern 
Companies  had  returned  to  their  homes,  and  submitted  the 
facts  to  their  superior  officers,  some  of  the  excessive  differ- 
ences were  reduced  one-half  by  those  lines,  as  being  un- 
reasonable and  indefensible. 

The  letter  of  President  Hill,  of  the  Great  Northern  (Ex- 
hibit D,  Wait),  in  which  he  states  that  the  greatest  increase 
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in  their  tonnage  during  a successful  year  was  in  the  through 
merchandise  from  the  East  to  Pacific  Coast  ports,  shows 
that  these  reduced  less-than-carload  rates  have  not  resulted 
in  an  abandonment  of  the  rail  lines  for  the  water  carriers  on 
the  part  of  the  coast  merchants,  in  spite  of  their  testimony 
that  such  would  be  the  effect  of  reduced  rates,  and  also  that 
he  is  able  to  successfully  compete  against  the  water  carrier 
upon  a basis  of  rates  more  fair  to'  the  less-than-carload 
shipper.  This  is  also  in  spite  of  the  testimony  that  the  water 
carriers  make  the  same,  or  approximately  the  same,  rates  to 
North  Coast  points  as  to  San  Francisco. 

These  reduced  rates  still  so  thoroughly  protect  Pacific 
Coast  merchants  that  we  wonder  how  they  can  have  the 
face  to  ask  for  more.  The  following  analysis  shows  that  on 
goods  manufactured  in  the  East,  which  have  to  be  trans- 
ported to  Chicago,  and  then  reshipped,  if  handled  by  a Chi- 
cago dealer,  as  against  through  shipment  to  the  Pacific 
Coast  jobber,  there  is  a margin  of  profit  in  the  freight  rate 
in  excess  of  the  ordinary  commercial  profit. 

ANALYSIS  OF  REDUCED  RATES,  (Exhibit  6,  Wait.) 

Published  by  Northern  Pacific  and  Great  Northern  Railroads. 

This  statement  shows  L.  C.  L.  rates  from  Chicago  to  terminals  upon 
such  articles  as  are  provided  with  carload  rates.  Next,  the  carload 
rate  from  eastern  producing  points.  Next,  the  approximate  proportion 
accruing  to  the  lines  west  of  Chicago  upon  a through  carload  ship- 
ment, and  in  the  last  column  the  amount  of  earnings  from  Chicago 
upon  a less-than-carload  quantity  in  excess  of  the  proportion  of  the 
earnings  upon  a through  carload  shipment.  Under  the  amended  basis, 


if  a carload  of  each  item 

is  shipped  to  the 

coast, 

the  lines 

west  of 

Chicago  will  receive  some 

$10,000 

less  than 

if  the 

same  quantity  is 

handled  L.  C.  L.  from  Chicago. 

Chgo.  Through  W.of  C. 

Dif.  in 

L.C.L. 

C.L. 

Prop. 

earnings. 

Hand  implements . . . . 

$1.15 

$0.86 

$129.60 

Plow  points,  etc 

...  1.25 

.85 

.64 

146.40 

Shovels  and  spades 

i.i5 

.86 

129.60 

Asbestos,  roofing 

• . . 1.25 

.90 

.68 

137.00 

Babbitt  metal 

...  1.25 

1. 00 

•75 

120.00 

Bicycles,  crated 

. . . 4.00 

2.40 

1.80 

528.00 

Cans,  galvanized  iron 

• • . 1.25 

•85 

.64 

146.40 

Chgo. 

Throug 

h W.of  C. 

Dif.  in 

L.C.L. 

C.L. 

Prop. 

earnings. 

Cartridge  Shells,  Metallic  or  Paper, 

etc  1.75 

1.50 

1. 12 

151-20 

Cartridges,  Metallic  or  Paper 

. ..  1.50 

1.25 

•94 

134.40 

Chimneys  and  Lantern  Globes 

. . . 1.60 

1.25 

•94 

158.40 

Clay  or  Pitch  Pigeons 

. . . 1.25 

1. 00 

•75 

120.00 

Clothes  pins  

. . . 1.25 

.90 

.68 

137.00 

Clothes  Wringers  

...  1.50 

1.25 

•94 

134.40 

Handles,  wooden  

...  1.50 

1. 15 

.86 

i53-6o 

Adzes  and  Axes 

...  1.50 

1.25 

•94 

134.40 

Hammers  and  Hatchets 

...  1.50 

1. 25 

•94 

I34-40 

Tools  (Mechanics’) 

...  1.50 

1.25 

•94 

13440 

Hangers  and  Track 

...  1.25 

1. 00 

•75 

120.00 

Knobs  

. . . 1.50 

1. 00 

•75 

180.00 

Peavies  and  Cant  Hooks 

. . . 1.40 

1. 1$ 

.86 

129.60 

Staples,  Wire  

. . . 1. 10 

1. 00 

•75 

84.00 

Hay  and  Shingle  Bands 

...  1. 10 

.75 

.64 

138.00 

Hollow-ware,  Cast  Iron  only 

..  . . 1.50 

I.IO 

.82 

163.20 

Hose,  Rubber  

. . . 1.50 

I.IO 

.82 

163.20 

Hose,  Garden,  Canvas  and  Leather. 

...  1.50 

I.IO 

.82 

163.20 

Anvile  and  Vises 

. . . 1 .00 

•75 

.64 

86.40 

Bolts,  Nuts,  etc. 

...  1. 10 

•75 

.64 

138.00 

Butts  and  Hinges 

•75 

.64 

138.00 

Chain  

. . . 1.00 

•75 

.64 

108.00 

Clevises  

•75 

.64 

1 10.40 

Iron,  Corrugated  

. . . 1. 10 

I.IO 

.82 

67.20 

Crowbars  

•85 

•64 

110.40 

Hasps,  Hooks,  etc 

. . . . 1.00 

•75 

64 

86.40 

Rail,  Barn  Door 

. . . 1.00 

•75 

.64 

86.40 

Rivets  

. . . 1. 10 

•75 

.64 

138.00 

Sheet  (Black)  

. . . 1 .00 

•85 

•72 

84.00 

Sheet  and  Plate  (Galv.) 

•85 

.72 

84.00 

Sheet,  Planished  

...  1.25 

1. 00 

•75 

120.00 

Shoes,  Horse  

. . . 1. 10 

•75 

.64 

138.00 

Ties,  Baling  

•75 

.64 

138.00 

Ladders,  Step  

. . . 2.00 

1.25 

•94 

25440 

Lanterns  

• • • 1.25 

1. 00 

•75 

120.00 

Lawn  Mowers  

. . . 1.40 

I.I5 

.86 

129.60 

Lawn  Swings  

...  2.00 

1.30 

•97 

247.20 

Lead,  Bar,  Pig 

...  1 .00 

•75 

.64 

86.40 

Nails  and  Spikes 

. . . I. IO 

•75 

.64 

138.00 

Nails,  Horse  

...  I. IO 

•85 

.72 

114.00 

Nails,  Cement-coated  

. . . I.IO 

•75 

.64 

138.00 

Ochre  

...  1.20 

.90 

.68 

72.00 

Paints,  etc  

...  1.05 

.90 

.68 

36.00 

— 10 


Chgo. 

Through 

W.of  C. 

Dif.  in 

L.C.L. 

C.L. 

Prop. 

earnings. 

Putty  

- •••  1. 15 

.90 

.68 

212.80 

Rubber  Packing  

. .. . 1.50 

1. 00 

•75 

180.00 

Rubber  Tubing  

....  1.50 

1. 10 

.82 

163.20 

Scales,  etc  

. . . . 1.25 

1. 00 

•75 

120.00 

Scrapers,  Road  Machine,  etc 

....  1.65 

1. 15 

.86 

189.60 

Sinks,  Sheet  Iron 

....  1.50 

1-25 

•94 

134.40 

Sinks,  Cast  Iron 

. . . . 1.50 

1.25 

•94 

134.40 

Sledges,  Wedges  and  Mauls 

. . . . 1.00 

•75 

.64 

86.40 

Solder  

. . . . 1 .00 

.80 

.60 

120.00 

Stamped  Ware  

. ..  . 1.50 

1. 00 

•75 

120.00 

Stamped  Ware,  nested 

....  1.50 

1. 00 

•75 

120.00 

Stamped  Ware,  Mixed  carloads... 

1. 10 

.82 

163.20 

Sweat  or  Harness  Pads 

. . . . 1.50 

1.25 

•94 

134.40 

Tinware  

....  1.50 

1. 00 

•75 

120.00 

Singletrees,  Doubletrees,  iron 

. . . . 1.50 

1. 15 

.86 

i53-6o 

Washing  Machines  

....  1.50 

1-25 

•94 

134.40 

Wire,  Copper  . 

. . . . 1.50 

1. 10 

.82 

163.20 

Wire  (Fence)  Barbed,  etc 

. . . . 1. 10 

-75 

.64 

138.00 

Wire,  Iron  

. . . . 1. 10 

•75 

.64 

138.00 

Wire  Cloth  and  Netting 

....  1.25 

1. 00 

•75  ' 

150.00 

Wire  Netting  

. . . . 1.25 

1. 00 

•75 

150.00 

Wire  Fencing  

1. 10 

75 

.64 

138.00 

Wire  Rope  and  Cable 

. . . . 1.25 

1. 00 

•85 

120.00 

Woodenware  

....  1.50 

1-25 

•94 

13440 

$10,257-20 

It  would  be  very  good  business  if  a Chicago  merchant 
could  market  a carload  quantity  of  each  item  as  above,  and 
clear  ten  thousand  dollars  net  profit  upon  the  total  transac- 
tion. On  such  of  the  foregoing  articles  as  can  be  produced 
at  or  in  the  vicinity  of  Chicago,  the  reduced  difference  of 
25  cents  per  hundred  pounds  between  carload  and  less-than- 
carload  rates  is  usually  in  excess  of  any  commercial  profit, 
as,  for  example,  nails  and  wire,  which  are  handled  upon  a 
margin  of  5 cents  per  hundred  pounds  or  110  profit  at  all,  and 
sheet  iron,  which  is  handled  upon  a margin  of  about  10  cents 
per  hundred  pounds  by  Chicago  merchants. 

We  quote  from  telegrams  (Exhibit  1,  Wait),  signed  by 
Messrs.  Hanna  ford  and  Clark  of  the  Northern  Pacific  and 
Great  Northern  Companies,  respectively,  having  reference 
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to  the  “Milwaukee  check,”  and  after  they  had  issued  special 
rate  188,  abandoning  said  check  and  adopting  a difference 
of  25  cents  per  hundred  pounds.  The  Pacific  Coast  jobbers 
had  protested  against  this  action  and  the  telegrams  quoted 
were  in  response  to  such  protests : 

“The  present  differentials  between  carloads 
and  less-than-carloads  are  indefensible  upon  any 
competitive  ground  and  are  materially  greater  than 
in  any  other  part  of  the  country. 

“We  do  not  believe  that  the  present  basis  of 
rates  can  be  successfully  defended,  and,  unless  the 
Coast  Jobbers  are  willing  to  make  concessions  in- 
dicated by  our  proposed  new  tariff,  we  are  satis- 
fied that  the  railroads  will  at  an  early  date  be 
forced  to  make  such  readjustment  in  their  tariffs 
as  will  result  in  narrowing  the  difference  between 
carloads  and  less  to  a much  greater  extent  than  is 
proposed  by  our  new  tariff,  and  possibly  force  the 
intermediate  rates  nearer  to  the  basis  of  Coast 
rates,” 

and,  best  evidence  of  all,  of  the  views  entertained  by  these 
Northern  lines,  is  the  fact  that  they  have  withstood  the 
utmost  pressure,  boycotts,  etc.,  from  the  Pacific  Coast  job- 
bers to  force  them  to  return  to  the  “Milwaukee  tariff.” 

It  may  be  pertinent  to  here  remind  the  commission  that 
General  Freight  Agent  Somers,  of  the  Great  Northern 
railroad,  testified  (page  2642)  that  he  had  never  heard  of 
any  boycotts  or  threats  from  the  merchants  of  the  Missis- 
sippi Valley  in  relation  to  this  matter. 

That  the  Commission  may  clearly  see  what  is  the  effect 
of  the  present  difference  between  carloads  and  less,  we 
will  cite  the  following  specific  illustration : 

Illustration  of  Effect  of  Difference  between  Carload  and  Less : 

Grindstones,  Chicago  to  California  terminals,  L.  C.  L $1.90 

Carload  75 


$1.15 
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The  margin  in  handling  these  is  about  ten  cents  per 
hundred.  The  value  at  Chicago  at  the  present  time  ( Dec.  4, 
1900)  is  about  $20.00  per  ton,  so  that  the  difference  be- 
tween carload  and  less  is  more  than  the  value  of  the  prop- 
erty. 

This  is  perhaps  an  extreme  case,  but  we  have  shown 
(Exhibit  No.  2,  Wait)  that,  generally  speaking,  the  differ- 
ence between  C.  L.  and  L.  C.  L.  is  more  than  the  commercial 
margin  which  a wholesale  hardware  merchant  can  obtain 
for  his  goods.  This  exhibit  has  been  bitterly  attacked  by  the 
Pacific  Coast  intervenors,  counsel  apparently  overlooking 
the  fact  that  thirteen  of  his  own  witnesses  testified  directly 
to  the  same  effect: 


Braun  . . 
Lothian  . 
Matthews 
Saeger  . . 
Reynolds 
Haas 
Crandall 
Scheller  . 

Tay  

Blumauer 
Mottet  . . 
Boole  . . . 
Goldsmith 


page  903 
966 
981 
1001 
1031 
1139 
1160 
1203 
1616-1628 
2219 
2252 
2312 
2345 


and  that  the  others  supported  them  inferentially. 

The  following  table  from  the  records  of  the  St.  Paul 
conference  show  that  the  situation  in  the  grocery  trade  is 
the  same.  (Exhibit  3,  Wait.) 
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freight  RATES  FROM  CHICAGO  TO  PACIFIC  COAST  TERMINALS  APPLIED  TO 
VARIOUS  GROCERY  ARTICLES. 


ARTICLE. 

Frt.  Rates 
from  Chicago 

■go  . 

so  1 8 

0 

Dif.  applied  to  commer- 
cial quantities. 

Ave.  prof. 

on  commer- 

cial quan- 
tities. 

C.  L. 

L.C.L. 

Baking  powder 

$1.00 

$i-35 

$0.35 

Per  doz.  lbs. .. .$0.07 

$0.10 

Beans  & peas  in  sks. 

•75 

2.20 

1-45 

Per  bu 

•87 

.IO 

Bluing  

1. 00 

. 1.25 

.25 

Per  dz.  qt.  bot. 

•15 

.08 

Canned  goods 

•95 

1-45 

•50 

Per  dz.  2-lb  can 

.12 

•05 

I 

Per  dz.  3-lb  can 

•17 

•05 

Cereals  in  bbls 

.80 

1.90 

1. 10 

Per  bbl 

2.20 

•25 

Cereals  in  cases. . . . 

.80 

1.90 

1. 10 

Per  case. ...... 

.88 

.20 

Citron  

1.2^ 

1.60 

Per  lb. . 

00  1-3 

.00^4 

Currants,  dried 

1.20 

i-75 

OJ 

•35 

Per  lb 

.00  }4 

.00^4 

Fish,  dried  or  salted 

1.20 

1.80 

.60 

Per  lb 

.00  3-5 

.00H 

Fish  in  brine,  H bbls 

1.20 

1.80 

.60 

Per  y2  bbl 

.90 

.50 

Milk,  condensed.  . .. 

I. OO 

1.50 

•50 

Per  case 

•27 

.20 

Mince  meat  in  bulk. 

.90 

1.50 

.60 

Per  lb. 

.00  3-5 

.00^4 

Mince  meat,  cond’d. 

.90 

1.50 

.60 

Per  cs.  of  3 dz. 

.20 

•25 

Pickles  in  bulk 

I. OO 

1.25 

.25 

Per  bbl 

.70 

•35 

Pickles  in  glass 

I. OO 

1-25 

•25 

Per  doz.  pts. . . 

.08 

.12 

Preserves  in  glass.  . 

I. IO 

1.60 

•50 

Per  doz 

.12  y2 

.1254 

Preserves  in  bulk. . 

1. 10 

1.60 

•50 

Per  lb 

.ooy2 

.01 

Sardines,  domestic. 

•95 

1-45 

•50 

Per  case 

.25 

• 15 

Sardines,  imported. 

•95 

i-45 

•50 

Per  case 

.25 

.50-1.00 

Starch  

1. 00 

1.50 

.50 

Per  lb 

.00*4 

.oo^4 

Sugar,  maple 

1. 00 

1.50 

.50 

Per  lb 

.00^2 

.01 

Syrup,  common.  . . . 

.90 

1.70 

.80 

Per  gal 

.10 

•03 

Syrup,  fancy 

.90 

1.70 

.80 

Per  gal 

.10 

.05-.08 

A witness  for  the  Pacific  Coast  intervenors  made  the 
broad  statement  that  the  differences  between  carloads  and 
less  between  Chicago  and  the  Pacific  Coast  were  small,  as 
compared  with  the  differences  between  Eastern  manufactur- 
ing points  and  Chicago.  This  is  not  borne  out  by  the  facts 
as  an  examination  of  the  table  (Exhibit  2,  Wait),  which 
gives  the  rates  applying  upon  all  articles  in  the  hardware 
line,  shows  as  follows : 
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Comparison  of  differences  between  carloads  and  less. 


Rate  from  Chicago  to 

Rate  from 

manufactur- 

Pacific  Coast  Terminals. 

ing  point  to  Chicago. 

Dif.  in  cents.  No. 

of  items. 

Dif.  in  cents. 

No.  of  items. 

$ .00 

• 54 

8 

w- 

34 

•25 

. 6 

.02  . 

1 

•30 

• 4 

•03  • 

24 

•35 

. 18 

.04  . 

6 

•40 

• 3 

•05  • 

16 

•45 

. 6 

.06  . 

1 

•50 

• 67 

.08  . 

•55 

. 6 

.IO  . 

3 

.60 

9 

.11  . 

7 

•65 

• 7 

-II5- 

1 

■70 

1 

.12  . 

3 

•75 

. 8 

.14  . 

7 

.80 

1 

•15  • 

18 

.85.. 

. 2 

.16  . 

•90 •• 

1 

.20  . 

38 

•95 

• 3 

•23  • 

1. 10 

1 

•25  • 

10 

1. 15 

. 2 

.265. 

1 

1.40 

. 2 

.28  . 

1 

i-45 

1 

.30  . 

7 

i-5o 

1 

•32  • 

• • 3 

1.65 

1 

•35  • 

7 

i-75 

2 

•375- 

1 

2.15 ,• 

1 

.40  . 

5 

2.30 

. 2 

•45  • 

10 

3-40 

1 

.625. 

2 

3-6o 

1 

•79  • 

1 

3-8o 

1 

.825. 

1 

4.00 

. 1 

1. 00  . 

2 

4.10 

1 

1.20  . 

2 

4-65 

. 2 

i-75  • 

1 

4.90 

1 

$126.75 

.217 

$39.66 

217 

Average,  $.58-^- 

Average,  $.i6-4Ji_ 

West  of  Chicago  the  difference  on  only  37  or  17  per  cent, 
of  the  items  enumerated  is  less  than  50  cents,  while  east 
of  Chicago  129,  or  55  per  cent,  of  the  articles  have  differ- 
ences of  less  than  25  cents,  while  the  average  difference  is 
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more  than  three  times  as  much  west  of  Chicago  as  it  is  east 
of  Chicago. 

Directing  attention  now  to  the  defense  set  up  by  the  re- 
spondents to  this  portion  of  the  complaint,  namely,  that  the 
cost  of  handling  less-than-carloads  is  greater  than  that  of 
handling  carloads  and  that  water  competition  exists  in  car- 
loads, but  not  in  like  degree  in  less  than  carloads : 

In  order  that  there  may  be  no  confusion  of  ideas  in  this 
controversy,  it  must  be  constantly  borne  in  mind  that  the 
question  relates  entirely  to  through  traffic,  as  distinguished 
from  local  traffic.  In  justification  of  the  present  rate  sched- 
ule, an  elaborate  attempt,  not  as  an  original  reason,  but  sim- 
ply as  a defense,  has  been  made  by  Mr.  Kruttschnitt,  the 
General  Manager  of  the  Southern  Pacific  Company,  to 
establish  the  proposition  that  the  cost  of  handling  less-than- 
carload  freight  was  four  or  five  times  as  great  as  that  of 
handling  carload  freight,  admitting  at  the  same  time  the  im- 
possibility of  accurate  information  upon  which  to  base  con- 
clusions. In  support  of  this  proposition  he  mentions  the 
extra  cost  attaching  to  the  handling,  checking,  weighing, 
billing,  delivering  and  accounting  of  less  than  carload 
freight ; the  lighter  loading  of  cars ; the  slower  running  and 
frequent  stopping  of  trains ; the  higher  wages  paid  per  ton- 
mile;  and  other  incidentals  connected  with  the  transporta- 
tion of  less-than-carload  freight  as  compared  with  carload 
freight  over  the  whole  Pacific  System.  While  taking  full 
account  of  these  details,  he  omits  to  mention  the  offsets 
of  a similar  nature,  pertaining  to  the  transportation  of  car- 
load freight,  such  as  the  expense  of  building  and  maintain- 
ing sidings  to  industries,  the  obsorption  of  switching  charges 
on  foreign  lines,  the  maintenance  of  extra  shifting  engines 
and  crews,  the  detention  of  cars  not  unloaded  sometimes  for 
weeks,  the  expense  of  unloading  carloads  of  “house  freight,” 
mileage  on  foreign  cars  or  expense  of  transfer  to  save  mile- 
age, the  concessions  of  soliciting  agents  to  secure  carload 
shipments,  and  other  matters  which  add  to  the  total  expense 
of  transporting  carload  freight  as  distinguished  from  less- 
than-carload  freight. 
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Into  his  carload  estimate  he  has  put  the  movement  of  all 
commodities  handled  in  carload  lots,  such  as  coal,  grain, 
ores,  lumber,  sand,  stone,  live  stock,  etc.,  etc.,  which  com- 
prise by  far  the  larger  proportion  of  the  total  freight  move- 
ment. None  of  these  articles  constitute  any  considerable 
portion  of  west-bound  transcontinental  traffic,  to  which  the 
issues  of  this  cause  apply.  It  is  chiefly  what  is  known  as 
“merchandise”  that  is  involved,  and  the  proportion  of  the 
merchandise  traffic  of  the  entire  Pacific  System  for  the  year 
ending  June  30,  1899,  was  only  11.26  per  cent  of  the  total, 
and  this  included  all  of  the  local  merchandise  traffic  on  the 
entire  system.  (S.  P.  Official  Report.) 

We  admit  that  it  may  cost  more  to  handle  less-than-car- 
loads  than  carloads,  and  that  the  items  constituting  such 
additional  expense  are  those  enumerated  by  Mr.  Krutt- 
schnitt,  but  we  claim  that  the  measure  of  the  difference  in 
cents  per  hundred  pounds  as  stated  by  Mr.  Kruttschnitt  is 
greater  than  the  actual  cost.  Even  if  the  pending  cause 
had  reference  to  the  entire  traffic  of  the  Southern  Pacific 
Company,  Mr.  Kruttschnitt’ s estimate  would  be  wide  of  the 
mark,  unless  he  is  willing  to  admit  very  expensive  operation 
as  compared  with  other  lines. 

By  far  the  larger  portion  of  the  transcontinental  traffic 
hauled  by  the  Southern  Pacific  moves  over  what  is  known 
as  the  “Sunset  Route,’”  by  steamer  from  New  York  to  New 
Orleans,  and  thence  by  rail.  According  to  the  testimony  of 
Mr.  Stubbs  (page  2017),  this  is  the  line  by  which  the 
Southern  Pacific  desires  to  work  this  traffic,  and  to  sustain 
which  the  tariff,  as  at  present  arranged,  is  designed.  To  this 
traffic  the  estimated  difference  in  transportation  cost  as  de- 
termed  by  Mr.  Kruttschnitt  has  no  possible  relation. 
One  of  the  chief  items  of  this  differentiated  cost  is  that  in 
carload  shipments  the  railroad  company  is  relieved  from  the 
checking,  handling,  loading  and  unloading,  together  with 
the  fact  that  as  a rule  heavier  loading  of  a car  is  possible 
where  it  is  confined  to  one  commodity  than  where  several 
commodities  are  loaded  together.  In  this  case,  however, 
there  is  little  if  any  difference  between  carload  and  less 


than  carload  freight.  Both  are  receipted  for  by  the  Sunset 
Line  in  dray  loads  at  New  York;  they  are  alike  checked  as 
to  number  of  packages;  they  are  loaded  indiscriminately  in 
the  steamer;  they  are  unloaded  at  Algiers  (immediately  op- 
posite New  Orleans),  and  are  reloaded  in  the  cars  at  that 
point  just  as  they  come  from  the  steamer,  without  any  at- 
tempt at  separation  between  such  freight  as  is  rated  under 
the  carload  schedule  from  that  which  is  transported  at  less- 
than-carload  rates.  Practically  all  freight  received  at  New 
York  by  the  Sunset  Line  and  transported  to  San  Francisco 
is  handled  exactly  as  if  it  were  all  less  than  carload  freight 
except  for  the  one  item  of  billing.  This  statement  is  sup- 
ported by  the  testimony  of  Mr.  Kruttschnitt  where  he  says 
that 

“It  is  loaded  just  as  it  comes  from  the  ship 
(page  1755).  We  can  not  take  time  to  sort  this 
freight  out,  and  we  can  not  go  to  the  expense,  but 
it  is  loaded  into  the  car  directly  as  it  comes  from 
the  ship.” 

He  further  testifies  that,  under  such  loading  of  carload 
and  less-than-carload  freight  indiscriminately,  “the  ave- 
rage that  we  load  at  our  Algiers  dock  is  about  fourteen  or 
fifteen  tons  to  the  car  of  that  kind  of  freight.” 

On  page  1751  the  Chairman  asked  Mr.  Krutschnitt : 

“If  you  are  bringing  large  quatities  of  less- 
than-carload  freight  from  New  Orleans  to  San- 
Francisco  you  pack  that  freight  so  as  to  approx- 
imate in  loading  the  cars  the  average  weight  of  the 
carload  movement,  do  you  not?” 

Answer:  “We  unquestionably  would  do  that 
and  unquestionably  do.” 

Question : “And  the  expense  would  be  about 
the  same  in  moving  it?” 

Answer : “The  expense  from  one  terminal  to 
the  other  would  be  the  same  as  carload  freight, 
except  as  to  handling,  billing,  and  accounting  of 


that  freight  at  the  point  of  reception  and  the  point 
of  delivery.” 

(Page  1727)  Mr.  Kruttschnitt  also  states  on  cross-ex- 
amination : “We  handle  nearly  all  of  our  California  busi- 
ness in  through  trains.” 

That  is,  this  through  traffic  is  handled  in  an  entirely  dif- 
ferent manner  from  the  local  less-than-carload  traffic  be- 
tween stations  on  his  line.  It  is  the  latter  traffic  from  which 
his  excessive  cost  is  obtained,  not  the  former.  The  applica- 
tion of  Mr.  Kruttschnitt’ s testimony  concerning  the  expense 
of  handling  freight  should  be  that  if  cost  is  the  recognized 
basis  for  making  rates  the  carload  and  less-than-carload  of 
through  transcontinental  traffic  should  be  rated  closer  to- 
gether, while  the  local  rates  within  the  State  of  California 
should  be  increased. 

We,  therefore,  contend  that  the  additional  expense  to  the 
Southern  Pacific  Company  for  transporting  less-than-car- 
loads  between  terminals,  over  the  expense  of  carloads,  is 
narrowed  down  to  the  items  of  clerical  .expense,  that  is  to 
say,  making  more  waybills,  more  expense  bills  and  account- 
ing, and  we  claim  that  such  cost  is  only  a few  cents  per  hun- 
dred pounds. 

There  is  a mass  of  testimony  before  the  Commission 
showing  what  this  clerical  expense  amounts  to  at  New  York 
and  other  large  receiving  points.  We  have,  therefore,  not 
felt  it  necessary  to  submit  additional  evidence.  Of  course, 
this  clerical  expense  at  San  Francisco  can  not  be  so  very  dif- 
ferent from  what  it  is  at  New  York,  and,  based  on  the 
figures  already  before  the  Commission,  can  not  bear  any  re- 
lation whatever  to  the  difference  claimed  by  the  respond- 
ents. This  confirms  the  theory  that  the  tariff,  as  it  now 
exists,  was  made  to  confine  the  local  trade  of  the  Pacific 
Coast  to  the  large  jobbers  at  terminal  points  by  preventing 
the  smaller  dealers  from  ordering  direct  in  less-than-carload 
quantities. 

For  years  the  railroads  between  St.  Louis  and  Chicago  on 
the  one  hand,  and  the  Missouri  River  on  the  other  hand, 
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have  maintained  5 cents  per  one  hundred  pounds  differ- 
ence between  the  fifth  class,  which  was  the  carload  class,  and 
fourth  class,  which  was  the  usual  less-than-carload  class, 
and  the  difference  with  respect  to  terminal  expenses,  way- 
billing, expense  bills,  handling,  etc.,  must  be  approximately 
the  same  as  to  cost  at  St.  Louis  and  Kansas  City  as  at  New 
Orleans  and  in  California. 

These  railroads  have  preserved  this  nominal  difference 
and  have  made  money,  and  there  is  no  reason  to  believe  that 
the  difference  will  ever  be  increased. 

We  further  claim  that  any  present  additional  cost  of 
handling  less-than-carload  freight  over  the  cost  in  car  loads, 
between  terminal  points,  is  largely  due  to  the  present  adjust- 
ment of  rates  in  the  West,  the  expense  being  an  effect  rather 
than  a cause.  Nearly  all  articles  of  merchandise,  as  dis- 
tinguished from  bulk  freight,  are  used  by  the  consumers  in 
less  than  carload  quantities;  hence  a carload  movement  of 
them  is  artificial,  caused  by  the  segregation  of  business  into 
the  hands  of  jobbers  and  the  segregation  of  shipments  into 
carloads  on  account  of  much  lower  ratings.  The  result 
may  well  be  illustrated  by  the  supposition  that  some  large 
steamship  company  has  set  apart  ninety  per  cent  of  its  bot- 
toms to  carry  heavy  cargoes,  leaving  light  loads  for  the 
other  ten  per  cent  of  their  vessels.  The  result  would  be 
that  the  ninety  per  cent  would  go  to  sea  heavily,  or  over- 
loaded, and  the  ten  per  cent  would  be  without  ballast  and 
topheavy,  and  the  freight  earnings  small.  Such  a company 
could  readily  show  that  small  cargoes,  being  segregated  in 
this  manner,  would  be  carried  at  a loss  or  at  much  greater 
expense  than  the  heavy  ones.  It  is  very  much  the  same  with 
the  present  methods  of  rail  transportation. 

The  railroads,  instead  of  utilizing  their  equipment  to  the 
best  advantage,  have  turned  their  box  cars  over  to  shippers 
to  load,  and  are  hauling  most  of  them  half  filled  as  to  cubic 
capacity,  and  the  rest,  with  few  exceptions,  half  loaded  as  to 
tonnage.  The  carload  minimums  on  merchandise  range 
from  10,000  to  30,000  pounds,  with  a few  at  40,000  pounds, 
under  low  commodity  rates.  The  following  statement  of 
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billing  of  two  cars,  loaded  experimentally  with  heavy  and 
light  goods  ((as  cars  could  be  loaded  if  carriers  did  the 
work  themselves),  shows  what  could  be  readily  done  in  the 
way  of  utilizing  equipment : 

Statement  of  billing  covering  freight  loaded  in  H.  & S.  car  120 
(34  ft)  : 


Date, 

1901  W.  B. 
Jnne  12  L.  6.50 


Car,  Kegs, 

H.&S.  Nails.  Wt.  Amt. 
120  544  57.660  $345.96 


June  8S.  C.  4VariousMdse  .257  4.11 

June  10  E.D.  A. 275  “ .470  5.78 

June  10  E.D.  A.  276  “ 2,000  25.00 

June  7 b.  6 “ 2,309  69.00 

June  14  L.  4593  “ 3,°44  43-16 


Joliet  to  Los  Angeles. 
Cleveland  to  Los  Angeles. 
Boston  to  San  Diego,  Cal. 
Boston  to  Los  Angeles. 
Toronto  to  Los  Angeles. 
Chicago  to  Los  Angeles. 


65,73!  $493.0! 

Statement  of  billing  covering  freight  in  A.  T.  No.  17159  (34-foot)  : 


1901 

W.  B. 

From 

Articles. 

Destination. 

Wts.  Charges. 

July  II 

A 

26 

Joliet 

Nails 

San  Jose 

42,400 

$254.40 

July  11 

S 

3 

Hoursdale 

Mdse. 

Fresno 

330 

7-43 

July  13 

S 

2 

Binghamton 

Mdse. 

Oakland, 

500 

10.00 

July  11 

s 

1 

Hoursdale 

Mdse. 

Sutters  Creek 

no 

2.60 

July  11 

s 

2 

Hoursdale 

Mdse. 

Salinas, 

no 

2.60 

July  11 

A 

12 

Brooklyn 

Mdse. 

Fresno 

620 

9.98 

July  16 

A 

6396 

Chicago 

Mdse. 

San  Jose 

300 

5-io 

A 

6397 

Chicago 

Mdse. 

Sacto-Ager 

500 

5-75 

A 

6403 

Chicago 

Mdse: 

Oakland 

600 

6.89 

A 

6404 

Chicago 

Mdse. 

San  Jose 

130 

2.23 

A 

6405 

Chicago 

Mdse. 

Sacto-Colusa 

100 

2-47 

A 

6406 

Chicago 

Mdse. 

Sacto-Colfax 

130 

1.88 

A 

6407 

Chicago 

Mdse. 

Oakland 

280 

4.80 

A 

6408 

Chicago 

Mdse. 

Oakland 

4,440 

67.16 

50,550  $383.29 

An  addition  of  19  per  cent  in  weight  resulted  in  an  increase  of  over 
50  per  cent  in  earnings. 

These  were  the  ordinary  thirty-four-foot  cars,  not  of  espe- 
cially large  cubic  capicity,  yet  they  were  loaded  as  “mer- 
chandise” cars  to  50,000  and  65,000  pounds,  respectively. 
Under  the  present  method  of  premium  upon  straight  cars 
loaded  by  shippers,  and  light  merchandise  cars  loaded  by 
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the  railroads,  this  same  freight  would  ordinarily  require 
three  cars  for  the  heavy  goods  and  one  or  two  for  the  light 
merchandise — four  to  five  cars  would  be  hauled  for  what 
should  require  only  two  cars. 


Statement  of  billing  covering  freight  in  A.  T.  No.  6094. 
Loaded  at  Chicago  for  Albuquerque,  N.  M. 


1901 

W.  B. 

Weight. 

Earnings. 

Oct.  1 

3824 

31900 

$567.82 

Sheet  Iron 

Oct.  1 

25 

200 

7.00 

Mdse. 

Oct.  1 

26 

170 

6.51 

Mdse. 

Oct.  1 

27 

2140 

74-31 

Mdse. 

Oct.  1 

28 

4353 

143-17 

Mdse. 

Oct.  1 

29 

510 

16.96 

Mdse. 

Oct.  1 

5732 

100 

3-90 

Mdse. 

Sept.  30 

3823 

340 

9.80 

Mdse. 

42253 

$835.46 

The  foregoing  statement  shows  a minimum  carload  of 
heavy  goods,  to  which  was  added  over  ten  thousand  pounds 
of  high-class  package  freight,  increasing  the  earnings  per 
car  from  $567.82  to  $835.46  without  any  corresponding 
increase  in  the  expense  of  hauling.  This  car  weighed, 
gross,  70,757  pounds,  of  which  the  weight  of  merchandise 
was  fifteen  per  cent  If  we  accept  Mr.  Kruttschnitt’s  state- 
ment that  the  “ton  mile”  is  basis  of  cost  of  carriage,  then 
the  earnings  were  increased  more  than  one-half  over  the 
original  straight  carload  at  an  extra  expense  of  hauling  of 
about  fifteen  per  cent.  In  this  case  the  profit  on  the  less 
than  carload  shipments,  even  at  the  same  rate  of  freight, 
would  have  been  greater  per  hundred  pounds  than  on  the 
original  straight  carload.  The  following  clipping  from  a 
railroad  journal  shows  that  the  operating  departments  of 
the  roads  are  trying  to  reach  economy  of  operation  by  econ- 
omy of  equipment : 

“In  a recent  discussion  of  the  possibility  of  re- 
ducing the  cost  of  handling  tonnage,  General  Man- 
ager Ramsey,  of  the  Wabash,  who  is  one  of  the 
most  conspicuous  advocates  of  better  car  loading, 
remarked  that 4 to  increase  the  train  load  you  must 
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either  increase  the  weight  and  power  of  your  en- 
gines or  decrease  your  grades.  The  best  possible 
way  is  to  do  both.’  Mr.  Ramsey  also  strives  to 
realize  a third  factor,  that  of  increasing  the  aver- 
age amount  of  freight  in  each  loaded  car 

The  traffic  departments,  however,  are  pulling  in  the  oppo- 
site direction  by  loaning  out  their  equipment  to  be  loaded  at 
will  by  shippers. 

We  believe  that  this  argument  merits  careful  considera- 
tion, because  it  is  supported  by  one  of  the  ablest  traffic  men 
in  the  country,  a man  whose  views  have  been  broadened  by 
considerable  commercial  experience,  and  not  narrowed  by 
the  influence  of  a single  environment.  Mr.  Morton  said 
(2736)  : 

“I  think,  generally  speaking,  all  over  the  United 
States  that  the  difference  between  carload  rates 
and  less-than-carload  rates  is  altogether  too  high. 

In  fact,  I have  some  very  strong  views  on  the  sub- 
ject. I think  outside  of  certain  coarse  commodi- 
ties that  are  moved  by  carload  altogether  that 
there  should  not  be  any  difference  between  carload 
rates  and  less-than-carload  rates.  This  is  my  per- 
sonal view  of  many  years’  standing;  and  if  there 
are  differences,  I think  they  should  be  only  suffi- 
cient to  fairly  cover  the  extra  cost  to  the  railroad 
of  handling  the  freight  at  the  receiving  and  de- 
livering stations.”  (2737.)  “The  carload  rate  has 
always  been  a merchant’s  proposition.  The  ship- 
pers have  made  our  rates  for  us  to  a very  large 
extent.”  (2740.)  “I  think  that  if  our  business 
was  properly  analyzed  it  would  be  found  that  the 
reason  that  we  do  so  much  business  in  carloads  is 
because  we  put  such  a handicap  on  doing  business 
in  less-than-carloads.  In  other  words,  we  have 
offered  such  a premium  for  shipments  in  carload 
lots  that  we  have  minimized  the  business  done  in 
less-than-carloads.  I think  the  proper  difference 
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between  carload  rates  and  the  less-than-carload 
rates  should  be  measured  approximately  by  the  dif- 
ference in  the  cost  of  handling  the  freight  at  the 
receiving  and  delivering  stations,  with,  perhaps,  an 
additional  amount  added  for  extra  hazard,  break- 
age, stealing,  etc.,  in  less-than-carload  lots.” 
(2743.)  “We  load  our  less-than-carload-stuff 
about  fourteen  tons  to  the  car  from  our  large 
commercial  centers,  like  Chicago  and  Kansas  Ciity, 
to  distributing  points,  but  we  could  load  those  cars 
a great  deal  heavier  if  there  was  not  such  a pre- 
mium on  the  shipment  of  carload  freight.”  * * 

* * * Question  : “The  actual  cost  of  transpor- 

tation, of  hauling,  is  about  the  same  in  carload  as 
in  less  than  carload  business ?”  Answer:  “There 
is  very  little  difference.  The  difference  is  at  the 
stations.” 

There  seems  to  be  an  impression  among  the  merchants, 
who  are  the  active  defense  in  this  case,  that  the  difference 
between  carload  and  less-than-carload  rates  should  increase 
with  the  distance  or  with  the  rate,  and  that  the  less-than- 
carload  rate  should  be  figured  at  some  percentage  higher 
than  the  carload  rate.  As  this  idea  may  have  found  lodg- 
ment in  the  minds  of  the  Commission,  we  call  attention  h> 
the  fact  that,  granting  the  correctness  of  Mr.  Morton’s 
dictum,  neither  distance  nor  volume  of  rate  should  have 
anything  to  do  with  the  difference.  If  the  extra  charge 
should  be  based  on  the  extra  cost  of  handling  at  terminals 
or  at  transfer  stations  the  volume  of  rate  might  be  increased 
or  decreased  and  the  distance  the  car  was  hauled  might  be 
lengthened  or  shortened  without  any  relation  to  the  cost  of 
handling.  Mr.  Morton  makes  this  clear  (2874)  : 

“The  Chairman : That  is,  the  carload  rate 
would  be  a percentage  of  the  less  than  carload? 

Mr.  Morton:  Not  a percentage.”  (2876)  “No 
my  idea  would  be  that  there  should  be  no  percen- 
age  basis.”  (2899)  Question:  Suppose  that 
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rates  were  adjusted  on  some  particular  traffic  be- 
tween two  particular  points  so  that  the  less  than 
carload  rate  was  sufficiently  above  the  carload  rate 
to  cover  the  cost  of  the  carriage;  suppose  you 
were  enabled  by  some  circumstances  to  double 
your  rate  on  that  between  those  two  points,  or  sup- 
pose that  by  competition  your  rate  had  to  be  cut  in 
two;  would  that  alter  the  difference  in  cost  be- 
tween carrying  the  carload  and  the  less  than  car- 
load ? Answer : I think  not.  Question : Then 
a percentage  of  the  rate  has  nothing  to  do  with 
it?  Answer:  I do  not  think  a percentage  of 
the  rate  applies.” 

The  statement  has  been  quite  vigorously  made  by  the  de- 
fending merchants  that  jobbers  are  entitled  to  a protection 
by  having  low  carload  rates,  the  retailers  being  obliged  to 
pay  high  less-than-carload  rates;  that  is,  that  the  jobbers 
should  be  a privileged  class,  with  the  divine  right  of  special 
favors  in  transportation,  and  that  they  can  not  exist  without 
such  protection  or  profit  in  the  transportation.  Permit  us 
to  again  call  the  attention  of  the  Commission  to  the  fact 
that  there  are  no  such  excessive  differences  between  carloads 
and  less  east  of  Chicago  and  St.  Louis,  the  rates  upon  which 
the  complainant  and  intervening  merchants  receive  their 
supplies.  There  is  plenty  of  evidence  in  this  case  and  also 
in  the  “Texas  rate  case”  showing  this  fact.  The  tariffs 
on  file  with  the  Commission  will  also'  show  that  the  state- 
ments of  the  defending  merchants  to  the  contrary  are  in- 
correct. Not  only  do  we  live  and  increase  our  business 
without  this  protection,  but  evidence  is  also  before  the  Com- 
mission that  we  have  protested  against  an  increased  spread 
between  the  carload  and  the  less-than-carload  rates  in  Trunk 
Line  and  Central  Territory.  The  following  petition  against 
a proposed  change,  signed  by  fifteen  of  the  leading  mer- 
chants of  Chicago,  ought  to  be  sufficient  answer  to  the  claim 
that  jobbers  must  be  nursed  by  the  railroads  in  order  to 
maintain  their  existence  : ( Exhibit  C,  W ait. ) 
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To  the  Trunk  Line  Association  and  the  Official  Classification  Com- 
mittee: 

The  undersigned,  in  protesting  against  the  change  in  official  classifi- 
cation affecting  articles  in  our  line  of  business,  desire  not  to  be  mis- 
understood as  raising  any  question  against  the  right  of  the  carriers  to 
advance  their  rates  if  there  is  necessity  for  so  doing.  The  basis  of 
our  complaint  is  that  the  advances  will  be  borne  entirely  by  the  less- 
than-carload  shipper,  instead  of  falling  upon  large  and  small  shipper 
alike.  Upon  all  of  the  articles  in  the  attached  lists  you  are  widening 
the  difference  between  carloads  and  less,  generally  speaking,  to  20  and 
35  cents  per  hundred  upon  shipments  from  the  eastern  seaboard  to 
Chicago.  The  point  has  been  made  that  the  classification  will  not 
make  such  differences  upon  business  within  the  State  of  New  York, 
so  we  call  your  attention  to  the  injustice  of  an  adjustment  of  classifica- 
tion, applying  upon  long  haul  shipments,  to  suit  the  local  business 
of  the  Trunk  Lines.  We  are  among  the  largest  buyers  of  these 
goods,  and  hence  are  the  parties  who  will  be  benefited  by  discfimina- 
tion  against  the  small  buyer,  but  we  neither  ask  nor  desire  such  an 
advantage,  preferring  to  have  a reasonable  difference  only  between 
carloads  and  less-than-carloads  so  that  we  can,  without  loss,  keep 
our  stocks  assorted  by  continuous  small  shipments. 

The  tendency  of  this  wider  spread  between  carload  and  less  will 
be  to  force  every  person  who  possibly  can  to  assemble  his  goods  in 
carloads.  We  are  now  arranging  to  do  this  against  our  wishes.  It 
will  force  two  or  more  parties  to  combine  to  secure  the  carload  rate ; 
it  will  confine  the  distribution  from  large  centers  to  a short  radius, 
and  as  far  as  long  haul  business  is  concerned,  it  will  be  largely  a 
paper  advance.  You  will,  therefore,  decrease  that  class  of  business 
on  which  you  have  a practical  monopoly  and  increase  the  class  upon 
which  it  is  hard  to  maintain  rates. 

Some  of  the  less-than-carload  advances — for  example,  on  iron  hinges, 
grindstones,  canned  goods,  etc. — make  a difference  which  exceeds  an 
ordinary  margin  of  profit  to  a distributor,  and  are,  therefore,  clearly 
in  restraint  of  a natural  movement  of  trade,  and  all  the  less-than-carload 
advances  in  the  grocery  and  hardware  line  are  sufficient  to  produce 
the  same  effect  in  greater  or  less  degree.  At  interior  competing  points, 
where  there  are  two  or  more  merchants,  the  larger  one  may  be  able  to 
receive  carload  shipments,  and  so  have  the  power  to  drive  out  his 
smaller  competitor,  thus  securing  a practical  monopoly  of  the  business. 
In  central  traffic  territory  the  average  number  of  retailers  in  the 
country  towns  has  decreased  during  the  last  few  years,  and  the 
discrimination  against  the  small  buyer  in  favor  of  the  large  buyer  has 
been  an  active  cause  for  this.  The  new  classification  will  intensify  this 
tendency.  It  is  not  for  the  benefit  of  the  large  merchant  to  have  the 
total  number  of  his  customers  decrease,  nor  do  we  think  it  is  for  the 
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benefit  of  the  railroad  companies  to  continually  develop  patrons  who 
have  the  power  to  break  their  rates,  but  instead  that  their  revenues 
would  be  more  secure  if  the  traffic  was  more  generally  subdivided 
in  the  hands  of  smaller  dealers,  who  do  not  seek  reduced  rates.  A 
lesson  may  be  drawn  from  the  experience  of  the  Western  Trunk  Lines, 
who,  by  low  carload  rates,  built  up  jobbing  centers  at  unnatural  points, 
which  finally  became  so  strong  that  they  controlled  legislation,  passed 
the  Iowa  railroad  laws,  and  are  a constant  menace  to  the  revenues  of 
those  roads. 

It  is  claimed  that  the  railroads  but  follow  commercial  precedents 
in  making  a distinction  between  large  and  small  buyers  of  transporta- 
tion, but  we  call  your  attention  to  the  fact  that  the  large  buyer  of 
merchandise  secures  a small  percentage  only,  while  your  preference 
amounts  to  from  60  to  over  ioo  per  cent.  If  your  differences  approxi- 
mated the  commercial  ones  we  would  have  no  complaint.  We  are  told 
that  the  cost  of  handling  all  classes  of  L.  C.  L.  freight  at  large  stations 
is  about  20  cents  per  ton.  If  that  is  trebled,  to  allow  for  both  ends 
of  • the  line,  and  an  intermediate  transfer,  it  makes  60  cents  per  ton. 
How,  then,  can  you  defend  the  difference  of  $4.00  per  ton  on  heavy 
goods?  We  respectfully  suggest  to  you  that  the  railroad  companies 
have  no  right  to  charge  the  less-than-carload  shipper  in  excess  of 
the  carload  shipper  more  than  a fair  extra  cost  of  handling;  that  they 
have  no  right  to  set  up  barriers  against  the  free  movement  of  trade; 
that  they  have  no  right  to  draw  a circle  around  any  man,  and  say  that 
he  shall  distribute  his  goods  thus  far  and  no  farther ; they  have  no  right 
to  say  to  the  consumer  that  he  shall  buy  at  a particular  point  and 
nowhere  else. 

We,  therefore,  petition  that  the  difference  between  carload  and 
less  be  reduced  to  the  spread  in  effect  last  year,  or  less ; that  unneces- 
sary carload  rates,  and  especially  the  new  ones  established  on  Jan- 
uary 1,  be  canceled;  that  if  more  revenue  is  needed  it  be  secured  by  an 
advance  in  the  class  rates  instead  of  by  juggling  the  classification. 


W.  J.  Quan  & Co., 

W.  M.  Hoyt  Company, 

Merriam,  Collins  & Dexter, 
Walsh,  Lange  & Co., 

Steele- Wedeles  Company, 

Henry  B.  Steele,  Vice-President. 


Franklin  MacVeagh  & Co., 
Hibbard,  Spencer,  Bartlett  & Co., 
A.  C.  Bartlett,  Vice-President. 
Reid,  Murdoch  & Co., 

J.  J.  Dau,  Vice-President. 
Wells  & Nellegar  Co., 

Robert  M.  Wells,  Treasurer. 


Philip  Jaeger  & Co.,  Sprague,  Warner  & Co., 

McNeil  & Higgins  Company,  By  A.  A.  Sprague,  President. 

Durand  & Kasper  Company,  Corbin,  Sons  & Co., 

By  Calvin  Durand,  Secretary.  John  A.  Tolman  Company. 
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Mr.  Morton,  who  has  been  railroad  man,  merchant  and 
manufacturer,  expresses  his  views  quite  clearly  upon  the 
Pacific  Coast  contention : 

(2757)  “No;  I don’t  think  it  would  put  him 
out  of  business ; but  I have  a rather  strong  convic- 
tion that  there  should  not  be  a profit  (to  the  mer- 
chant) in  the  transportation  part  of  the  business. 

I think  the  merchant  should  buy  as  cheap  as  he  can 
and  sell  for  as  much  as  he  can.  I think  rates 
should  be  adjusted  so  that  they  are  fair  to  every- 
body, the  small  shipper  and  the  large  shipper.” 

/ 

Progressive  railroad  managers  say  that  they  are  discov- 
ering there  are  too  many  low  carload  rates  now  in  effect. 
Whenever  comparatively  low  carload  rates  are  made  upon 
articles  of  merchandise,  which,  unlike  lumber,  coal,  etc.,  do 
not  naturally  move  in  car  lots,  the  result  is  not  a stimula- 
tion of  traffic,  but  simply  loss  of  revenue  to  the  carrier. 
The  price  of  heavy  merchandise  at  a given  point,  to  the 
retailer,  and  through  him  to  the  consumer,  is  largely  gov- 
erned by  the  figures  at  which  outside  competition  can  deliver 
the  goods  at  less-than-carload  rates.  There  is  nothing*  in  this 
to  encourage  a larger  consumption,  but  free  and  natural 
movement  is  restricted  by  a desire  to  assemble  carloads. 
The  dealer  who  brings  in  his  supplies  on  low  carload  rates, 
and  sells  them  against  competitors  who  ship  at  high  less- 
than-carload  rates,  is  making  a profit  directly  out  of  the 
earnings,  which  would  accure  to  the  carrier  under  a better 
adjustment. 

We  have  shown  that,  with  respect  to  the  eastern  part  of 
the  United  States  and  adjacent  countries,  the  differences  are 
small.  The  Canadian  Pacific  on  the  North,  the  Mexican 
carriers  on  the  South,  the  railroads  operating  between  the 
seaboard  and  the  Mississippi,  and  between  the  Mississippi 
and  Missouri  Rivers,  all  provide  for  small  differences  be- 
tween carloads  and  less-than-carloads,  and  in  many  cases 
the  rate  is  the  same  upon  any  quantity,  there  being  nearly 
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i,8oo  items  in  the  Western  classification  not  provided  with 
carload  rating. 

The  various  exhibits  filed  by  Mr.  Stubbs,  showing  that, 
in  territories  other  than  California,  as  great  or  greater  dif- 
ferences are  maintained,  have  reference  chiefly  to  the  terri- 
tory controlled  by  the  very  carriers  who  are  respondents  in 
this  case,  and  where  the  differences  have  been  made  for  the 
same  purpose. 

Montana,  Colorado,  Utah  are  districts  the  rates  to  and 
from  which  can  not  be  changed  without  the  consent  of  these 
very  respondents.  Perhaps  the  ease  with  which  the  dis- 
tributing merchants  of  these  territories  have  secured  their 
discriminating  rates  may  be  explained  by  the  necessity  for  a 
relation  between  the  rates  to  such  points  and  the  rates  to  the 
Pacific  Coast,  thereby  creating  a favorable  comparison. 

We  contend  that  the  measure  by  which  to  determine  the 
deliberate  judgment  of  a carrier,  as  to  the  maximum  differ- 
ence between  carload  rates  and  less-than-carload  rates,  is  the 
classification  and  the  scale  of  class  rates  adopted  by  the 
carriers,  because  many  railroad  men  think  the  classification 
difference  too  much.  We  have  shown  that  the  present  dif- 
ferences between  fourth  and  fifth  class  in  the  class  rates  to 
Pacific  Coast  is  25  cents  per  100  pounds,  and  we  have  shown 
that  from  July,  1894,  up  to  June,  1898,  when  the  “Mil- 
waukee check”  was  agreed  upon,  the  difference  between 
fourth  and  fifth  class  was  never  more  than  30  cents  per  100 
pounds,  and  in  some,  instances  5 cents  per  100  pounds  at 
California  terminals  (Exhibit  No.  1,  Valandingham). 
When  the  difference  in  the  class  rates  is  fixed  at  5 cents  per 
100  pounds  upon  any  commodity,  and  that  commodity  is 
taken  out  of  the  class  rate  and  put  into  a reduced  com- 
modity rate,  when  shipped  in  carloads  and  the  less-than- 
carload  quantity  of  the  same  commodity  is  permitted  to  re- 
main in  the  class  rates,  or  is  taken  out  of  the  class  rates  and 
put  into  a commodity  rate,  with  the  difference  widened,  it  is 
prima-facie  evidence  of  injustice,  and  we  believe  it  will  re- 
quire no  argument  to  show  that  the  present  class  difference 
being  25  cents  per  100  pounds  to  the  Pacific  Coast,  then  the 
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commodity  differences  of  50  cents  or  more  per  100  pounds, 
which  the  Southern  Pacific  and  associated  roads  have 
adopted,  are  unjustly  discriminatory  and  in  violation  of  the 
act  to  regulate  commerce. 

Given  a relation  in  the  class  scale  between  the  price  for 
carload  and  the  price  for  less-than-carload,  we  contend  that 
the  difference  should  not  be  increased  when  items  are  taken 
from  the  class  and  placed  in  the  commodity  list. 

We  have  shown  that  the  tendency  is  toward  a reduction 
in  the  number  of  commodity  rates  in  other  territories  (page 
93,  Valandingham),  and  the  Commissioners  will  find,  by 
referring  to  the  tariffs  of  the  roads  comprising  the  Western 
Trunk  Line  Committee,  operating  between  Chicago  and 
the  Mississippi  on  the  one  hand  and  the  Missouri  River 
upon  the  other,  the  number  of  items  carried  in  commodity 
lists  has  decreased;  and  the  same  is  true  of  Colorado,  Utah 
and  other  territories,  except  the  Pacific  Coast,  where  the  vice 
of  substituting  the  commodity  list  on  carloads  for  the  class 
rating  is  on  the  increase. 

Mr.  Stubbs  sets  forth  in  his  testimony  (condensed)  : 

(Page  1946.)  That  before  the  building  of  any 
of  the  transcontinental  routes  there  had  been  estab- 
lished in  San  Francisco  large  distributing  houses, 
which  received  their  supplies  by  the  ocean  route 
and  controlled  the  traffic  of  the  merchants  on  the 
coast  and  in  the  interior,  and  they  wish  to  retain 
such  control. 

(Page  1948.)  That  after  the  railroad  was 
opened  it  was  used  only  to  a limited  extent,  and 
for  high  class  freight  until  the  contract  system 
was  introduced,  under  which  all  the  business  of 
many  of  the  merchants  was  handled  by  rail. 

(Page  1964.)  That  in  1893  the  merchants  of 
the  coast  united  in  a contest  with  the  rail  lines, 
which  resulted  in  abolishing  the  difference  be- 
tween carload  and  less-than-carload  rates. 

(Page  1966.)  That  the  Southern  Pacific  found 
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the  opposition  of  the  coast  merchants  so  detri- 
mental to  their  interests  that  all  officials  were  in- 
structed to  come  to  some  understanding  with  them 
that  would  have  the  effect  of  restoring  the  business 
of  the  railroads.  Conferences  were  held,  out  of 
which  grew  the  present  tariff  of  which  complaint 
is  made. 

Mr.  Stubbs  tries  to  disclaim  personal  responsibility  for 
this  tariff,  but  it  has  become  common  knowledge  that  it  was 
dictated  by  the  Southern  Pacific  Road,  abetted  by  the  Santa 
Fe  Road  as  soon  as  they  were  sure  of  their  share  of  the 
spoils,  and  Mr.  Stubbs  admits  (page  1973)  that  he  gave 
general  instructions  that  in  making  the  rates  they  should  get 
back  to  the  tariff  of  1892,  which  protected  the  California 
jobber. 

(Page  1977. ) That  any  attempt  to  make  any 
material  change  in  the  present  adjustment  between 
carload  and  less-than-carload  rates,  so  that  the 
jobber  of  the  Middle  West  could  successfully  com- 
pete with  those  of  the  Pacific  Coast,  would  be  met 
by  the  California  merchants  shipping  by  water, 

a threat  which  he  says  is  sufficient  to  justify  the  present 
tariff,  but  which  we  know  to  be  a threat  only,  because  they 
have  tried  it  and  failed. 

That  any  adjustment  which  would  restrict  the 
trade  of  the  San  Francisco  jobber,  by  permitting 
successful  competition  from  the  merchants  of  the 
Mississippi  Valley,  “would  be  obnoxious  to  them 
and  set  them  to  adopting  means  to  overcome  such 
a rate  adjustment,”  and  (page  2008)  “we  must 
make  every  tariff  so  as  not  to  provoke  these  ship- 
pers, because  if  we  did  the  ocean  is  open  and  free 
to  them.” 

That  a practical  man  or  expert  makes  his  tariff 
(page  2002)  “with  a view  primarily  of  carrying 
the  largest  volume  of  business.” 


Consequently,  the  tariff  is  made  so  that  the  largest  vol- 
ume of  business  moves  from  the  seaboard  and  via  the  Sunset 
Route,  to  the  detriment  of  the  merchants  of  the  Mississippi 
Valley. 

(Page  2015.)  That  on  any  other  basis  the  mer- 
chants of  the  coast  can  not  hold  their  trade  against 
those  of  the  Middle  West,  and  that  is  what  controls 
the  Southern  Pacific  Raod  in  its  action. 

No  testimony  other  than  that  submitted  by  Messrs.  Krutt- 
schnilt  and  Stubbs  is  necessary  to  establish  the  following 
facts : First,  that  so  far  as  the  Sunset  Route  is  concerned, 
there  is  no  justification  on  the  basis  of  cost  that  warrants  .the 
present  adjustment  as  between  carload  and  less-than-carload 
rates  on  transcontinental  traffic.  Second,  that  the  tariff  as 
it  exists  was  made  for  the  express  purpose  of  retaining  to 
the  jobbers  of  the  Pacific  Coast  the  high-priced  trade  they 
have  for  so  many  years  enjoyed  by  preventing  the  shippers 
of  the  Mississippi  Valley  from  dealing  direct  with  their 
customers  on  the  Pacific  Slope.  Third,  that  it  is  clearly  the 
desire  of  the  officials  of  the  S.  P.  Co.  to  haul  California 
traffic  over  their  own  line  from  New  York  instead  of  from 
the  interior  via  Ogden,  and  to  have  their  tariffs  so  adjusted 
as  to  force  this  movement. 

Regarding  the  claim  that  the  excessive  differences  are 
justified  by  water  competition,  we  contend  that  if  such  com- 
petition does  exist  with  respect  to  carload  freight  of  various 
classes  it  does  in  corresponding  degree  exist  upon  less-than- 
carload  quantities  of  freight. 

In  the  statements  by  Mr.  Walker,  Traffic  Manager  of  the 
Panama  Railroad  Company,  and  by  Mr.  Jackson,  Secretary 
of  Flint,  Dearborn  & Co.,  filed  with  the  Commission  in  this 
case,  there  will  be  found  1,789  separate  consignments,  of 
which  only  389  are  in  carload  quantities,  and  1,400  are  ship- 
ments in  less  than  carload  quantities.  (Page  842.)  Mr. 
Herrin  asks  Mr.  Walker  : 

“And  your  less-than-carload  rates  compete  with 
the  less-than-carload  rates  by  rail  ?” 

Mr.  Walker:  “Very  particularly.” 
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During  the  only  recent  time  when  there  was  actual  water 
competition  of  controlling  force,  namely,  when  the  Califor- 
nia merchants  established  a steamship  line  in  connection  with 
the  Panama  Route,  and  the  all-rail  rates  were  actually  re- 
duced thereby,  the  less-than-carload  rates  fell  in  greater  pro- 
portion than  the  carload,  and  were  in  most  cases  made  the 
same  as  the  carload.  This  one  fact  is  sufficient  to  dispose  of 
the  claim  that  water  competition  does  not  affect  less  than 
carload  rates. 

If,  by  reason  of  water  competition,  a commodity  rate  on 
carload  quantities  of  merchandise  is  necessary,  for  the  same 
reasons  a corresponding  less-than-carload  commodity  rate 
should  simultaneously  be  established  and  maintained.  The 
reason  this  is  not  done  is  explained  by  Mr.  Stubbs  (page 
1977),  as  before  quoted.  The  coast  jobbers  would  not 
like  it. 

We,  therefore,  claim  that  we  have  shown  the  unreason- 
ableness of  these  excessive  differences  and  that  the  facts 
alleged  by  the  respondents,  viz. : 

(1)  With  respect  to  the  differences  between  carloads 
and  less-than-carloads,  that  they  are  justified  by  the  differ- 
ence in  cost  of  transportation  of  the  two  classes  of  freight, 
in  maintaining  the  difference  complained  of,  and,  further, 
that  carloads  are  subject  to  water  competition,  of  controlling 
force,  while  less-than-carloads  are  not,  to  the  same  extent, 
subject  to  water  competition, — 
are  not  proven. 

(Water  competition  will  be  further  discussed  under  that 
heading. ) 

(2)  VARYING  COMMODITY  RATES. 

Proceeding  to  the  next  count,  viz. : the  separation  into 
different  commodity  rates  of  articles  usually  classified  to- 
gether in  the  Western  classification,  we  submit  that,  in  view 
of  the  proven  fact  that  a conspiracy  existed  to  hamper  the 
merchants  of  the  Mississippi  Valley  in  selling  goods  to  the 
retailers  on  the  Pacific  Coast,  no  argument  is  necessary  to 
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substantiate  our  claim  that  this  separation  is  a part  of  such 
general  scheme. 

The  articles  named  in  the  illustration  are  all  rated  at  sec- 
ond class  under  Western  classification,  and  any  or  all  can  he 
packed  together  in  a box  at  second  class  rate.  By  the  vary- 
ing commodity  rates  they  have  been  split  up  into  six  groups 
at  different  rates,  and  articles  of  one  group  can  not  be  packed 
with  articles  of  another  group  except  at  the  cost  of  a higher 
rating,  because  they  are  separately  rated,  and  the  package 
would  be  charged  the  rate  applying  upon  the  article  of  the 
highest  rating  in  the  box,  making  the  other  articles  pay  more 
than  their  proper  rate  of  freight. 


List  of  Articles,  2nd  Class  Under  Western  Classification,  Which  are 
Carried  at  Differing  Rates  Under  T.  C.  Commodity  Tariff. 
*Hardware,  Common  Saddlery,  *Cotters,  Spring, 


f Adzes, 
f Axes, 

fHammers  and  Hatchets, 
fTools,  Mechanics’, 

*Augers,  Post  Hole, 
f*Balances,  Spring, 

*Bolts,  Door,  Shutter  and  Sash, 
^Brackets,  Hand  Rail  or  Shelf, 
*Calks  Boot,  and  Sets, 
*Candlesticks  Miners’, 
f*Cards,  Horse  -and  Wool, 
*Castors,  Furniture  and  Truck, 
*Catches,  Cupboard  and  Window, 
§ Chalk,  Carpenters’,  in  boxes, 
ffChecks,  Door, 

fChoppers  and  Cleavers,  Butcher, 
*Clamps,  Cabinet,  Carriage-Mak- 
ers’, Door  and  Saw, 

*Cleats,  Line, 

fClippers,  Toilet,  Horse  and 
Orange, 

*Clips,  Axle,  Spring  and  Single- 
tree, 

fCollars,  Dog  and  Bell, 
t*Combs,  Curry, 
fCoppers,  Soldering, 
fCorkscrews, 


f*Cuffs,  Hand  and  Leg  Irons, 
tCutters,  Meat, 
fCutters,  Tobacco  or  Cigar, 
fDrills,  Blacksmiths’, 

*Eyes,  Screw, 

*Fasteners  and  Fastenings,  Bed, 
Blind,  Door  and  Sash, 

*Felloe  Plates, 
fFigures  and  Letters, 
fFiles, 

fGates,  Molasses  and  Oil, 
^Handles,  Chest  or  Door, 
fHandles,  Furniture, 

*Hangers,  Parlor  Door, 

*Hooks,  Awning,  Belt,  Bird 
Cage,  Clothesline,  Cup,  Ham- 
mock, Harness,  Meat  and 
Screw,  bronzed,  japanned  or 
coppered, 

fHooks,  Bush,  Swamp,  Grass, 
Hay  and  Pruning, 
flee  Tools, 
f*Irons,  Curling, 

*Keys,  Lock, 

fKits,  Family  Mending,  Cob- 
blers’, Harness  and  Tinkers’,. 
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fKnives,  Beet  Topping,  Cane, 

fScrews,  Bench, 

Hay  and  Corn, 

fScrews,  Cheese  Press, 

fKnives,  Mincing  and  Mower, 

*Screws,  Hand  Rail, 

fKnives,  Planer, 

fShavers,  Beef, 

*Knobs,  Base, 

fShears,  Grass  and  Hedge, 

*Knobs,  Shutter, 

fShears,  Pruning,  . 

*Knobs  for  Furniture,  Locks  and 

t Springs,  Door  and  Window, 

Pictures, 

fSqueezers,  Lemon, 

*Locks, 

fStretchers,  Barbed  Wire, 

*Ladles,  Melting, 

Wraps,  Animal, 

Watches,  Thumb, 

*Trowels,  Garden  and  Floral, 

fMallets,  Wooden, 

Wises,  Iron, 

f*Mills,  Coffee,  small, 

**Wagon  Jacks, 

fMills,  Coffee,  Grocery  and  Spice, 

*Wheels,  Emery, 

fOpeners,  Can, 

* Wheels,  Well, 

fParers,  Apple  and  Peach, 

f Wrenches,  Monkey  or  Screw, 

Wins,  Escutcheon, 

* Wrenches,  N.  O.  S.,  Iron  or 

fPitters,  Fruit, 

Steel. 

fPlates,  Push, 

Six  groups  in  commodity  tariff. 

fPlates,  Screw, 

*Pots,  Glue, 

f$2.20  rate. 

fPresses,  Fruit, 
fPullers,  Cork  and  Nail, 

§ 2.00  rate. 

*Pulleys,  Axle, 

f*  1.90  rate. 

Wings,  Hitching, 

*Rods,  Saw, 

f 1.75  rate. 

*Rollers,  Sash, 
f Scrapers,  Flue  or  Tube, 

* 1.50  rate. 

*Scrapers,  Foot. 

**  1.25  rate. 

A witness  for  the  Pacific  Coast  jobbers  attempts  (pages 
2998  and  2999)  to  defend  this  grouping  on  the  basis  of 
water  competition  by  saying  that  the  separation  is  caused  by 
the  difference  in  the  value  of  the  articles,  which  cuts  a.  large 
figure  in  transportation  by  water,  but  as  the  defense  claims 
that  water  competition  does  not  affect  1.  c.  1.  shipments, 
their  arguments  do  not  hang  together  very  well.  He  builds 
up  a man  of  straw  and  bowls  him  over  very  readily.  He 
picks  out  as  examples  of  articles  which  should  properly  have 
differing  rates,  adzes  and  egg  beaters.  We  agree  with 
him  perfectly.  Adzes  are  classified  by  the  railroads  second 
class  and  egg  beaters  D-ist.  We  can  see  no  reason  for 
making  the  same  rates  on  these  two  articles,  nor  would  we 
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desire  to  pack  them  together  in  the  same  box.  He  mentions 
spring  balances  and  tire  benders.  These  are  also  differently 
classified  by  the  railroads,  one  being  a somewhat  delicate 
weighing  appliance  and  the  other  a heavy  machine  for  bend- 
ing wagon  tires.  He  mentions  paper  document  files  and 
mechanics’  files  and  felloe  plates.  These  are  classified  re- 
spectively first,  second  and  fourth  by  the  railroads.  They 
are  entirely  dissimilar  articles,  and  no  one  here  claims  they 
should  take  the  same  rate.  What  we  do  claim  is  that  arti- 
cles which  are  sufficiently  alike  in  bulk  and  value  and  liabil- 
ity to  damage  that  the  railroads  have  classified  them  to- 
gether, are  in  this  tariff  split  up  into  separate  ratings  for  the 
purpose  of  preventing  packing  together  of  orders  less  than 
original  packages.  To  separate  these  from  a transportation 
standpoint  is  entirely  too  fine  a distinction — a distinction 
not  made  on  other  articles  covered  by  this  tariff. 

The  Southern  Pacific  Company,  immediately  after  the 
adoption  of  the  Milwaukee  tariff,  attempted  to  enforce  the 
rule  that  such  articles,  in  however  small  quantities,  must  be 
separately  boxed  (page  2064). 

It  would  be,  of  course,  impracticable  to  ship  a lot  of  very 
small  packages,  like  spools  on  a string,  over  such  long  dis- 
tances, and  the  boxing  and  freight  on  the  boxes  would 
amount  to  a large  percentage  of  the  value  of  the  goods. 

To  require  the  separate  boxing  of  articles,  analogous  in 
kind  and  in  value,  is  a decree  that  a quantity  of  each  specific 
article  must  be  ordered,  too  great  in  many  cases  to  justify 
purchases  by  the  retail  dealers  in  order  to  obtain  the  benefit 
of  the  freight  rate  assigned  to  such  article.  A small  dealer 
should  not  buy  an  original  package  of  so  many  particular 
items  because  of  the  amount  of  capital  involved.  He  must 
be  able  to  consolidate,  under,  the  provisions  of  the  Western 
classification,  in  one  shipment  a number  of  articles  demand- 
ed by  his  trade.  Otherwise,  the  result  will  be  that  he  will 
be  limited  to  purchase  of  the  Pacific  Coast  jobbers,  who  can 
supply  mixed  quantities  by  reason  of  the  more  favorable 
tariffs  under  which  they  distribute,  while  under  the  present 
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rating  the  merchants  of  the  Mississippi  Valley  can  not  do 
so,  except  by  absorbing  a portion  of  the  freight  rate. 

In  no  other  portion  of  the  territory  served  by  the  re- 
spondents in  this  case,  and  no  other  territory  of  the  United 
States,  and  in  no  foreign  countries,  so  far  as  our  examina- 
tion of  the  tariffs  have  gone  (and  Mr.  Vanlandingham  made 
an  exhaustive  research)  does  this  exist,  and  it  is  perfectly 
clear  to  our  understanding  that  the  regulation  was  made 
simply  to  impose  an  additional  burden  upon  the  shipper  of 
the  Mississippi  Valley  and  confine  the  Pacific  Coast  retail 
dealer  to  the  jobbers  of  the  Pacific  Coast  for  his  purchases. 

This  rule,  however,  was  too  much  for  even  the  subservi- 
ent connections  of  the  Southern  Pacific  Company  to  swal- 
low, and  it  was  abandoned.  We  mention  it  at  length  here 
simply  to  show  to  what  extent  the  Southern  Pacific  Com- 
pany was  willing  to  go  to  hamper  the  merchants  of  the 
Mississippi  Valley. 

Carload  Commodity  Rates. 

The  varied  commodity  rates,  however,  still  continue,  not 
only  upon  less-than-carloads,  but  also  upon  carloads,  which 
have  been  split  into  various  specifications,  differing  from 
the  Western  classification  or  the  practice  obtaining  gener- 
ally in  other  territories. 

Illustration  of  Effect  of  Straight  Car  Commodity  Rates,  (i) 

It  is,  of  course,  apparent  that  the  average  retailer  can  not  buy  at 
once  full  carloads  of  30,000  lbs,  of  the  various  articles,  which  can  be 
shipped  together  under  Western  Classification  but  which  are  separately 
specified  in  the  carload  commodity  rates,  This  would  require  too 
much  space  and  too  much  capital.  He  must,  however,  keep  a reason- 
able stock  of  all  these  articles.  If  a retailer  in  Fresno  desires,  for 
example,  ten  thousand  pounds  Corrugated  Sheet  Iron,  ten  thousand 
pounds  Galvanized  Sheet  Iron,  five  thousand  pounds  Black  Sheet  Iron, 
five  thousand  pounds  Hoop  Iron,  total  thirty  thousand  pounds,  all  of 
which  are  allowed  in  mixed  car,  under  Western  Classification,  ship- 
ment from  Chicago,  via  Stockton,  would  cost  at  cheapest  combination : 
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10,000  lbs,  Corrugated  Sheet  Iron  at  $1.50  . .$150.00 


10,000  lbs. 

Galvanized  Sheet  Iron  at 

1.25 

l.c.l.  .. 

. 125.00 

5,000  lbs. 

Black  Sheet  Iron  at 

1-25 

rate  to  . . 

. 62.50 

5,000  lbs, 

Hoop  Iron  at 

1.25 

Stockton. . 

. 62.50 

$400.00 

30,000  lbs.  at  33  cts.,  c.  1.  rate,  Stockton  to  Fresno.  .$  99.00 

. $499.00 

If  this  same  property  was  handled  as  part  of  several  straight  car- 
loads from  factory  for  stock  in  San  Francisco,  and  reshipped  by  a 
dealer  there,  the  cost  of  freight  would  be : 

Straight  c.  1.  rate  Pittsburgh  to  San  Francisco. 


10,000  lbs.  Corrugated  Sheet  Iron  at  $1.10 $110.00 

10,000  lbs.  Galvanized  Sheet  Iron  at  .85 85.00 

5,000  lbs.  Black  Sheet  Iron  at  .85 42.50 

5,000  lbs.  Hoop  Iron*  at  .75 37-50  $275.00 


30,000  lbs.  at  36c.,  San  Francisco  to  Fresno,  as  allowed 

in  mixed  car  between  those  points 108.00  383.00 


Difference  in  favor  of  San  Francisco  dealer $116.00 


This  property  at  present  (Dec.  3,  1900)  would  be  worth  3c.  per  lb. 
for  Corrugated  Sheet  Iron,  4^2C.  per  lb.  for  Galvanized  Sheet  Iron, 
$2.90  per  cwt.  for  Black  Sheet  Iron,  and  $2.15  per  cwt.  for  Hoop 
Iron,  making  a total  value  of  $1,002.50.  An  ordinary  profit  is  10c. 
per  cwt.  on  Sheet  Iron,  or  $30.00  per  car,  while  the  difference  in 
freight  is  nearly  four  times  that  amount,  and  nearly  one-ninth  of  the 
total  value  of  the  goods. 

The  transcontinental  roads  have  not  only  split  up  sheet 
iron  into  separate  carloads,  as  specified  above,  but  also  go 
to  the  length  of  providing  that  Nos.  16  and  17  iron  (differ- 
ence in  thickness  1-160  of  an  inch)-  can  not  be  loaded  to- 
gether at  the  carload  rate.  If  the  Commission  were  in  the 
business  of  handling  iron  they  would  understand  that  this 
is  more  absurd  than  to  separate  two-inch  from  three-inch 
lumber,  or  green  apples  from  red  apples,  or  iod  from  2od 
nails. 

Lest  the  Commission  may  think  this  is  an  extreme  exam- 
ple, we  will  cite  one  which  is  worse. 
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Illustration  of  Effect  of  Straight  Car  Commodity  Rates.  (2). 

If  a retailer  in  Bakersfield  desires,  for  example,  fifteen  thousand 
pounds  Galvanized  Barbed  Wire,  ten  thousand  pounds  Nails,  one 
thousand  pounds  Plain  Wire,  four  thousand  pounds  Woven  Wire 
Fence,  in  rolls,  total  thirty  thousand  pounds,  all  of  which  are  allowed 
in  mixed  car,  under  Western  Classification,  shipment  from  Chicago 
would  cost,  at  cheapest  combination : 

15.000  lbs.  Barb  Wire,  at $1.90  1.  c.  1.  $285.00 

10.000  lbs.  Nails,  at 1.25'  rate  125.00 

1,000  lbs.  Plain  Wire,  at 1.25  to  Los  12.50 

4,000  lbs.  Woven  Wire  Fence,  in  rolls, 

at  1.50  Angeles.  60.00 


$482.50 

30,000  lbs.  at  50c.,  c.  1.  rate  Los  Angeles  to  Bakers- 
field   $150.00 


$632.50 

If  this  same  property  was  handled  as  part  of  several  straight  car- 
loads from  factory  for  stock  in  Los  Angeles,  and  reshipped  by  a 
dealer  there,  the  freight  cost  would  be : 

Straight  c.  1.  rate 
DeKalb  to  Los  Angeles. 

15.000  lbs.  Galvanized  Barbed  Wire,  at $.60  $90.00 

10.000  lbs.  Nails,  at 60  60.00 

1.000  lbs.  Plain  Wire,  at 60  6.00 

4.000  lbs.  Woven  Wire,  Fence,  in  rolls,  at.  . .75  30.00  $186.00 

30.000  lbs.  at  50c.,  Los  Angeles  to  Bakersfield,  as 

allowed  in  mixed  car  between  those  points $150.00  $336.00 

Difference  in  favor  of  Los  Angeles  dealer $296.50 

This  property  at  present  (Dec.  3,  1900)  would  be  worth  $3.00  per 
100  lbs.  for  Galvanized  Barbed  Wire,  $2.50  general  average  for  Nails, 
$2.45  a general  average  for  Plain  Wire,  and  $2.00  a roll  for  Poultry 
Netting,  making  a total  value  of  $924.50.  An  ordinary  profit  is  5c.  per 
cwt.  on  Nails  and  Wire,  or  $15.00  per  car,  while  the  difference  in 
freight  is  nearly  twenty  times  that  amount,  and  nearly  one-third  of 
the  total  value  of  the  goods. 

This  adjustment  of  rates  can  not  be  laid  to  water  com- 
petition, as  nails  and  wire  can  be  shipped  by  water  indis- 
criminately, and  in  the  other  case  because  sheet  iron  is  not 
usually  shipped  by  water  if  the  destination  can  be  reached 
by  rail.  There  is  no  mention  of  it  in  the  manifests  of  the 
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Cape  Horn  carrier.  The  arrangement  is  simply  further  un- 
reasonable discrimination  on  the  part  of  the  respondent 
carriers. 

A Pacific  Coast  witness  states  (page  2,992)  that  galvan- 
ized and  corrugated  iron  and  different  gauges  of  common 
iron  are  rated  separately  011  account  of  varying  liability  to 
damage  during  water  transportation. This  may  be  true  as 
between  thin  sheet  iron  and  thick  plate  iron,  although  the 
former  is  not  handled  in  separate  sheets,  as  would  be  inferred 
from  the  witness’  testimony,  but  in  bundles  of  a number  of 
sheets  clamped  together.  As  between  two  gauges  of  sheet 
iron,  varying  1-160  of  an  inch  in  thickness,  it  is  too  minute 
a difference.  If  liability  to  damage  is  the  reason  for  a 
separate  car  at  a higher  rating,  how  is  it  that  sheet  iron 
rolled  up  into  corrugated  pipe  is  rated  at  $1.00,  while  cor- 
rugated iron  is  rated  at  $1.10.  The  process,  of  course,  adds 
to  the  value,  and  sheet  iron  pipe  is  exceedingly  liable  to 
jamming  and  collapsing.  The  petition  of  the  coast  mer- 
chants states  that  this  article  is  not  shipped  by  water.  These 
are  the  elements  which  the  witness  swears  are  the  cause  of 
a higher  rating,  and  yet  the  rate  is  lower.  He  is,  of  course, 
correct  in  the  statement  that  if  corrugated  iron  is  flattened 
it  is  a difficult  matter  to  recorrugate  it.  This  danger,  how- 
ever, is  remote.  It  is  shipped  in  bundles  of  ten  or  twelve 
sheets,  the  corrugations  being  nested,  so  that  it  offers  a 
very  considerable  resistance  to  jamming.  In  Hibbard, 
Spencer,  Bartlett  & Co.’s  basement  a small  pile  of  this,  with 
battens  placed  across  the  top,  had  other  iron,  amounting  to 
about  24,000  pounds,  piled  upon  it  without  causing  any  in- 
jury. This  is  as  great  a weight  as  it  would  encounter  in  a 
ship’s  “between  decks.”  Polished  steel,  which  is,  of 
course,  extremely  liable  to  water  damage,  every  drop  leav- 
ing its  mark,  is  also  rated  ($1.00)  less  than  the  corrugated 
iron.  An  examination  of  the  tariff  shows  such  discrepan- 
cies on  almost  every  page.  Without  attempting  a full  list, 
we  will  cite  further  illustrations,  sufficient  to  show  that  his 
contention  is  incorrect.  (2,987  and  2,988.) 

If  the  tariff  is  made  up,  as  the  witness  swears,  after  a 


—40— 


“scientific”  consideration  of  the  value  and  liability  to  dam- 
age of  each  article,  how  is  it  that  Sheet  Lead,  which  is  very 
susceptible  to  jamming,  and  Lead  Pipe,  which  is  spoiled  if 
collapsed,  should  be  rated  the  same  as  Pig  Lead,  which  it 
is  impossible  to  damage?  Why  should  Brass  and  Copper 
Tubing,  which  is  quite  expensive,  and  easily  spoiled  by 
denting,  be  rated  the  same  as  Cast  Brass  Butts,  which  are 
comparatively  cheap,  and  very  hard  to  injure?  Why 
should  Empty  Paper  Shells,  which  are  readily  damaged  by 
water,  be  rated  the  same  as  Bullets,  which  are  of  much 
less  value  per  pound  and  very  hard  to  damage?  Percus- 
sion Caps,  Primers,  Cartridges  and  Empty  Shells  are  all 
included  in  the  same  car  with  Bullets  at  the  same  rate. 
The  reason  for  this  is  obvious.  The  Pacific  Coast  jobber  can 
not  handle  a carload  of  each  of  these  articles,  so  he  has  them 
grouped  together  at  the  same  carload  rate.  He  can  handle 
carloads  of  the  various  kinds  of  Sheet  Iron,  so  he  has  them 
split  up,  and  prevents  his  smaller  neighbor  from  getting 
them  in  mixed  cars,  as  the  jobber  gets  the  other  goods  be- 
fore mentioned.  Cup  Hooks  and  Meat  Hooks  are  rated  the 
same.  The  latter  is  a heavy  galvanized  hook,  such  as  you 
see  a side  of  meat  hung  on  in  a butcher  shop.  Cup  Hooks 
are  manufactured  of  brass,  come  in  pasteboard  boxes,  and 
are  of  much  higher  value — and  if  the  boxes  are  wet,  it 
injures  their  sale  to  the  retailer  who  likes  nice  packages  on 
his  shelves.  If  the  witness  is  correct,  why  should  these 
have  the  same  rate?  Why  should  Canned  Corn,  which  is 
the  cheapest  thing  in  canned  goods,  be  rated  the  same  as 
Canned  Fish,  which  is  more  expensive,  and  the  same  as 
Potted  and  Deviled  fowl,  which  are  about  the  most  costly 
articles  in  the  canned  goods  line?  Why  should  Plate  Glass 
be  rated  only  5c  per  cwt.  higher  than  Dried  and  Salted 
Fish,  and  the  same  as  Steel  Siding,  Rolls  for  Sugar  Mills, 
and  heavy  Gear-wheels?  How  is  it  also  that  Refrigerators 
are  rated  the  same  as  Corrugated  Iron?  Sewing  Machines 
are  rated  the  same  as  Cast  . Iron  Sinks,  which  are  heavy, 
and  of  low  value  in  comparison.  How  comes  it  that  Wire 
Cloth  ($1.00),  made-up  Window  Screens  ($1.00),  made- 
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up  Stove  Pipe  and  Elbows  ($1.10),  Hollow  Ware  ($1.10), 
Sewing  Machines  ($1.25),  Refrigerators  ($1.10),  are  all 
rated  less  than  heavy  Cast  Iron  Steam  Radiators  ($1.30), 
and  Steam  Gauges,  which  are  of  high  value,  and  suscept- 
ible to  damage,  are  rated  the  same  ($1.30)  ? These  dis- 
crepancies can  not  be  explained  by  asserting  limited  lia- 
bility, as  the  coast  jobbers’  petition,  before  referred  to, 
quite  pointedly  states  that  “owner's  risk”  and  “released” 
clauses  do  not  relieve  the  carrier  from  liability,  so  far  as 
Pacific  Coast  business  is  concerned. 

The  witness’  theory  is  a plausible  defense  of  this  tariff, 
but  the  application  of  it  is  defective,  because  the  tariff  is 
not  constructed  on  those  lines.  The  true  explanation  is 
contained  in  the  petition  of  the  Pacific  Coast  merchants 
where  they  ask  “a  better  protection  to  jobbers  in  our  line 
and  to  which  protection  we  consider  ourselves  entitled.” 
That  is,  they  wish  separate  groupings  of  the  articles,  which 
they  could  handle  in  straight  carloads,  and  mixed  group- 
ings of  articles,  which  they  did  not  desire  to  handle  in 
straight  carloads,  thereby  preventing  the  retailer  from  en- 
joying the  facilities  on  some  articles,  which  they,  them- 
selves, desired  on  others.  For  example,  their  petition  specif- 
ically requested  that  Copper  Wash  Boilers,  Copper  Range 
Tea  Kettles,  plain  and  nickel  plated,  and  Japanned  or 
Lacquered  Tin  Ware  be  included  in  a car  of  Stamped  Ware, 
nested.  It  occurs  to  11s  that  there  is  much  more  dissimi- 
larity, and  much  more  differing  liability  to  damage  from  a 
transportation  standpoint,  and  much  more  difference  in 
value,  between  Stamped  Tin  Pans,  which  nest  solid,  and 
nickel  plated  Copper  Tea  Kettles,  which  are  worth  many 
times  more  and  can  not  be  nested,  than  between  the  articles 
which  they  swear  are  separated  on  account  of  differing  value 
and  liability.  Japanned  Document  and  Cake  Boxes  and 
Copper  Wash  Boilers  are  also  relatively  much  more  ex- 
pensive, and  are  susceptible  to  only  partial  nesting.  It  is,  of 
course,  apparent  that  the  Pacific  Coast  jobbers  do  not  want 
to  handle  carloads  of  these  specific  items,  but  they  do  want 
the  carload  rate  and  so  have  them  included  with  Stamped 
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Ware.  The  retailer  may  not  be  able  to  handle  a carload 
of  plain  fence  wire,  but  is  prevented  from  mixing  it  in  a 
car  with  barbed  fence  wire.  The  Pacific  Coast  jobbers’ 
petition  also  mentions  Wash  Stands  and  Iron  Bath  Tubs 
as  analogous  articles.  Is  it  not  straining  at  a gnat  and 
swallowing  a camel  to  request  the  mixing  of  skeleton  Wash 
Stands  and  heavy  Iron  Tubs,  alleging  analogy,  and  ask  for 
separate  ratings,  as  they  have  done,  on  articles  which  are 
clearly  analogous?  The  point  of  all  this  is  that  the  group- 
ings were  made,  not  from  a transportation  standpoint,  not 
as  a result  of  water  competition,  but  at  the  demand  of  the 
large  jobbers,  as  *an  unjust  and  unreasonable  discrimina- 
tion against  smaller  merchants.  They  have  furnished  evi- 
dence of  this  in  their  own  language,  in  discussing  Plumb- 
ers’ Earthen  Ware,  as  distinguished  from  other  earthen 
ware : “These  goods  are  not  shipped  by  or  to  houses  hand- 
ling stoneware  and  common  crockery,  and  should  there- 
fore have  separate  rating,”  a commercial  distinction  en- 
tirely and  not  a transportation  one. 

Comparison  of  Western  Classification  Specifications  for  carloads 
with  Transcontinental  Varied  Commodity  rates. 


WESTERN  CLASSIFICATION. 

No.  31. 

Hand  Agricultural  Implements...  1 car 
(Page  10,  items  32  to  67.) 
•Blackboards,  Slate  or  Wooden.  ...  1 car 


(Page  13.) 

Brooms  and  Brushes 1 car 

(Page  16.) 

Burial  Cases  or  Coffins,  etc 1 car 

(Page  16.) 


Condensed  Milk  and  Evap.  Cream.  1 car 
- (Page  17,  item  46.) 


Copper  Ingot  or  Pig,  etc 1 car 

(Page  27.) 

* Cordage  , 1 car 

(Page  27.) 

Cotton  Waste,  etc 1 car 

(Page  27.) 

^Crockery,  Queensware,  etc 1 car 

(Page  29.) 


COMMODITY  LIST. 

No.  i-D. 

8 different  specifications. 
(Pages  32,  51,  59,  73,  31.) 

2 different  specifications. 
(Page  33.) 

2 different  specifications. 

(Page  35.) 

3 different  specifications. 

(Page  35.) 

2 different  specifications. 
(Page  62.) 

4 different  specifications. 

(Page  39.) 

2 different  specifications. 
(Pages  68  and  76.) 

2 different  specifications. 

(Page  39.) 

3 different  specifications. 
(Pages  40  and  42.) 
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WESTERN  CLASSIFICATION. 

COMMODITY  LIST. 

No.  31. 

No.  I-D. 

Facings,  Foundry  

1 car 

2 

different  specifications. 

, (Page  33.) 

(Page  45.) 

Wire,  Iron  or  Steel,  etc 

1 car 

6 

different  specifications. 

(Page  34.) 

(Pages  79,  63,  58,  55.) 

Fish,  etc 

1 car 

2 

different  specifications. 

(Page  35.) 

(Pages  45  and  35.) 

Dates  and  Figs 

1 car 

2 

different  specifications. 

(Page  36.) 

(Pages  40  and  44.) 

Fresh  Fruits,  Cocoanuts,  etc 

1 car 

2 

different  specifications. 

(Page  36.) 

(Page  26.) 

Glucose,  Glucose  Jelly,  etc 

1 car 

4 

different  specifications. 

(Page  45.) 

(Pages  48,  49,  74.) 

Macaroni,  Noodles,  etc. 

1 car 

2 

different  specifications. 

v(Page  47-) 

(Page  61.) 

Hames 

1 car 

2 

different  specifications. 

(Page  49.) 

(Page  49.) 

Hose,  etc 

1 car 

2 

different  specifications. 

(Page  50.) 

(Pages  54  and  33.) 

Iron  and  Steel,  and  articles  of.  . . . 

1 car 

3 

different  specifications. 

(Page  Si.) 

(Page  54.) 

Planished  Iron,  etc 

1 car 

4 

different  specifications. 

(Page  54.) 

(Pages  57  and  55.) 

Toe  Calks  and  Horse  Nails 

1 car 

2 

different  specifications. 

(Page  55.) 

(Pages  57  and  63.) 

Step  Ladders,  Ladders,  etc 

1 car 

2 

different  specifications. 

(Page  56.) 

(Page  58.) 

Belting,  etc 

1 car 

2 

different  specifications. 

(Page  65.) 

(Page  33.) 

Mantels 

1 car 

2 

different  specifications. 

(Page  72.) 

(Page  61.) 

Antimony  and  Babbitt  Metal,  etc.. 

1 car 

4 

different  specifications. 

(Page  73.) 

(Pages  32,  74,  72.) 

Nails 

1 car 

2 

different  specifications. 

(Page  75.) 

(Page  63.) 

Qil  Cloth  

1 car 

2 

different  specifications. 

(Page  78.) 

(Page  64.) 

Shingles,  etc 

1 car 

3 

different  specifications. 

(Page  85.) 

(Pages  70  and  55.) 

Pipe  and  Fittings 

1 car 

2 

different  specifications. 

(Page  86.) 

(Page  56.) 

Sewer  Pipe,  Cement,  etc 

1 car 

2 

different  specifications. 

(Page  86.) 

(Pages  66  and  36.) 
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western  CLASSIFICATION. 

No.  31. 

Sportsmen’s  Flying  Targets 1 

(Page  98.) 

Stoves,  Stove  Furniture,  etc 1 

(Pages  101  and  102.) 

Coal  Hods,  Stovepipes,  etc 1 

(Page  101.) 

Stove  Boards,  Coal  Hods,  etc. ...  1 
(Page  103.) 

Tags  1 

(Page  104.) 

Sheet  Iron,  Galvanized  Iron,  etc.  . 1 
(Page  106.) 

Vehicles,  Children’s,  etc 1 

(Page  1 16.) 

Wagon,  Carriage,  Plow  Material...  1 
(Page  1 17.) 


COMMODITY  LIST. 

No.  i-D. 

car  2 different  specifications. 
(Page  37.) 

car  10  different  specifications. 

(Pages  56,  53,73,  72,48.) 
car  2 different  specifications. 

(Pages  72  and  73.) 
car  6 different  specifications. 

(Pages  73,  72,  81,  57,  73.) 
car  2 different  specifications. 
(Page  65.) 

car  7 different  specifications. 

(Pages  57,  55,  74.8i.) 
car-  2 different  specifications. 
(Page  75.) 

car  12  different  specifications. 
(Pages  77,  54,  72,  52,  55.) 


38  cars,  125  different  specifications. 


The  foregoing  table  shows  38  illustrations  of  carload 
ratings,  under  the  Western  Classification.  These  38  car- 
loads are  split  up  by  the  Trans-Continental  varied  com- 
modity rates  into  125  different  specifications.  This  can  not 
be  laid  to  the  effect  of  water  competition,  because  it  is  a mat- 
ter of  common  knowledge  that  the  water  carriers  are  less 
particular  about  classification  than  the  rail  carriers,  and 
Mr.  Morton’s  confirmation  of  the  fact  is  hardly  needed. 
(2832.) 

Question : “Are  they  less  particular  even 

about  such  things  than  the  railroad  companies?” 
Answer:  “I  think  they  are.”  Question:  “If 
that  be  true,  sea  competition  could  not  make  a 
more  rigid  and  exact  classification  necessary  in  the 
transcontinental  tariff  than  in  other  tariffs,  could 
it?”  Answer:  “No.” 

It  is  interesting  to  note  in  this  connection  that  in  some 
cases  the  coast  merchants  in  their  petition  (Exhibit  4,  Val- 
andingham)  asked  for  Western  Classification  groupings,  al- 
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though  they  testify  that  such  is  impractical  on  account  of 
“water  competition.” 

The  true  reason  is  shown  by  the  remarks  of  Mr.  Mottett 
on  page  147  of  the  printed  proceedings  of  the  St.  Paul 
meeting : 

“We  claim  we  are  entitled  to  protection  by 
making  separate  and  different  rates  * * * * 

thus  making  it  difficult  for  the  Middle  West  to 
invade  our  territory.” 

We,  therefore,  claim  that  we  have  shown  the  in- 
justice of  this  adjustment  and  that  the  fact  alleged  by  the 
respondents,  viz : 

(2)  “That  such  separation  does  not  create  unjust  dis- 
crimination,” has  not  been  proven,  nor  have  they  shown  the 
“dissimilar  circumstances  and  conditions”  in  the  manner  of 
transportation,  which  will  explain  the  varied  commodity 
rates. 

(3)  “BLANKET”  OR  “POSTAGE-STAMP”  RATES 
AND  WATER  COMPETITION. 

The  next  count  in  this  complaint  has  reference  to  the 
system  of  “blanket”  rates  now  in  effect,  whereunder  water 
competition  is  alleged  by  the  respondents  to  justify  a rate 
from  Atlantic  Coast  cities  to  Pacific  Coast  cities,  no  greater 
than  charged  from  the  various  commercial  centers  located 
west  of  the  Atlantic  Coast,  and  50  per  cent,  or  more,  nearer 
to  the  ultimate  destination,  both  in  time  and  distance. 

Example  of  Effect  of  “Postage-Stamp”  Rates. 

An  original  package  of  “6  to  7 lb.”  Picks,  weighing  182  lbs.,  would 
be  worth  at  factory  at  Pittsburgh  approximately  $5.00.  Pittsburgh  is 
the  nearest  practicable  place  to  Chicago  to  secure  these  goods. 


Freight,  Pittsburgh  to  Chicago,  182  lbs.  at  24c $0.43^2 

Freight,  Chicago  to  San  Francisco,  182 .lbs.  at  $1.65 3.00 

$3- 43^2 

Freight,  Pittsburgh  to  San  Francisco,  182  lbs.  at  $1.65 $3.00 

Difference  $0.43^2 


or  about  8 per  cent  of  the  value  of  the  goods,  and  some  two-thirds  of 
any  ordinary  margin  of  profit. 
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A less-than-carload  shipment  of  Picks  from  Pittsburgh, 
consigned  to  Baker  & Hamilton,  San  Francisco,  care  North- 
western, Union  Pacific.  Line,  received  upon  a transfer  bill 
from  an  Eastern  road,  might  and  could  be  loaded  into  the 
same  car  with  a shipment  to  San  Francisco  from  a Chicago 
merchant,  or  in  different  cars  in  the  same  train,  thus  receiv- 
ing identical  service  beyond  Chicago.  The  line  west  of  Chi- 
cago, however,  receives  some  1 5 per  cent  more  for  its  service 
on  the  Chicago  shipment  than  on  the  Pittsburgh  shipment. 

We  do  not  deny  that  the  Atlantic  Ocean,  upon  the  one 
hand,  and  the  Pacific  Ocean  on  the  other,  offer  a means  for 
the  transportation  of  freight,  independent,  with  the  excep- 
tion of  the  rail  connection  across  the  Isthmus,  of  railroad 
companies,  but  we  hold  that,  since  the  completion  of  the 
first  Trans-Continental  line,  the  relative  volume  of  tonnage 
by  water  has  steadily  decreased,  until  the  amount  shown 
to  be  so  carried  by  the  manifests  of  the  Cape  Horn  carriers 
is  small,  as  compared  with  the  total  tonnage,  and  can  not 
in  truth  be  stated  to  be  sufficient  to  constitute  “water  com- 
petition important  in  amount  and  of  controlling  force.” 

We  contend  that  there  is  a certain  class  of  freight,  which 
will  at  all  times,  regardless  of  the  overland  routes,  find  its 
way  to  the  Pacific  Coast  by  water,  and  that  any  rate  which 
might  be  remunerative  to  the  rail  carriers  would  not  divert 
that  particular  class  of  freight  from  the  ocean,  while  at 
the  same  time  the  vast  majority  of  merchandise,  and  espe- 
cially such  goods  as  are  handled  by  the  complainants,  will 
seek  railroad  transportation,  regardless  of  the  rates  that 
may  be  made  by  the  ocean  carriers. 

Water  competition  exists  between  New  York  and  Chi- 
cago of  just  as  active  and  controlling  force  as  between 
New  York  and  San  Francisco.  There  is  an  all- water  route, 
composed  of  the  Erie  Canal  and  the  Great  Lakes.  This  is 
free  to  anyone  who  choses  to  build  boats  and  operate  them 
in  the  carrying  trade.  There  is  a rail  and  water  route,  com- 
posed of  the  Trunk  Lines  and  their  steamers  on  the  Lakes, 
which  is,  of  course,  dominated  by  the  all-rail  carriers.  The 
all-water  route  corresponds  to  the  Cape  Horn  service,  and 


—47— 


the  rail-and-water  corresponds  to  the  Panama  service.  The 
all-water  route  takes  more  time,  and  charges  less  rates.  It 
attracts  heavy  and  coarse  freight,  raw  materials,  or  goods 
bought  in  large  quantities  for  future  delivery.  By  the  rail- 
and-water  route,  all  classes  of  freight  are  carried,  practi- 
cally everything  in  the  railroad  classification,  • excepting 
dangerous  and  inflammable  goods.  There  is,  therefore,  a 
parallel  between  the  water  competition,  New  York  to  Chi- 
cago, and  the  water  competition,  New  York  to  San  Fran- 
cisco, excepting  in  one  particular — in  the  adjustment  of 
rates.  The  all-rail  rates  have  fallen  from  several  dollars 
down  to  75c  first  class,  but  the  lines  in  Central  Traffic  terri- 
tory are  not  favored  with  traffic  officials  of  the  genius  to 
discover  that  they  can  charge  as  much  between  Pittsburgh 
and  Chicago  as  between  New  York  and  Chicago. 

The  manifests  furnished  by  Mr.  Jackson,  Secretary  of 
Flint,  Dearborn  & Co.,  a witness  called  by  the  respondents, 
to  prove  this  overpowering  water  competition;  show  from 
New  York  and  Philadelphia  to  the  Pacific  Coast  a total  of 
50,075  tons  for  the  year  1899  around  the  Horn. 

This  was  the  only  free  and  active  water  competition  be- 
tween our  Eastern  and  Western  seaboards.  The  tonnage 
so  carried  consisted,  principally,  of  coarse  freight:  18  per 
cent  was  Pig  Iron;  next  comes  Oil,  Rails  and  Fastenings, 
Structural  Iron,  Coal,  14  per  cent,  etc.  This  is  the  kind 
of  freight  which  seeks  the  cheapest  transportation,  regard- 
less of  time,  and  corresponds  to  the  tonnage  carried  by  the 
Erie  Canal. 

We  have  been  favored  with  a partial  statement  of  the 
overland  tonnage  to  the  Pacific  Coast  during  this  same 
year,  and,  using  this  as  a basis,  estimated  the  total.  We  find 
that  this  Cape  Horn  competition  amounted  to  only  3 per 
cent  of  the  entire  west-bound  movement.  We  are  aware 
that  such  figures  may  not  be  accurate,  but  they  are  at  least 
approximate  and  we  respectfully  suggest  to  the  Commis- 
sion that  they  have  the  authority  to  procure  the  actual 
figures.  It  is  a significant  fact  that  the  respondents  have 
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not  brought  out  these  figures,  and  that  the  Southern  Pa- 
cific Co.  has  declined  our  request  for  such  an  estimate. 

Mr.  Walker,  Traffic  Manager  for  the  Panama  R.  R. 
Company,  another  witness  called  by  the  respondents,  to 
show  this  “controlling”  competition,  testified  that  the  carry- 
ings of  his  company  amounted  to  36,000  tons  per  year. 
The  Panama  Route  is  not  to  be  considered  an  uncontroll- 
able factor  in  wafer  competition.  Its  only  Pacific  con- 
nection fo*  United  States  traffic  was  the  Pacific  Mail 
Steamship  Co.,  and  the  attempt  to  establish  another  con- 
nection by  the  people  who  had  the  tonnage  to  furnish  met 
with  complete  disaster. 

The  printed  advertisement  of  the  Pacific  Mail  Steamship 
Co.  named  C.  P.  Huntington  as  the  President,  and  re- 
quests shippers  to  apply  to  E.  Hawley  for  freight  rates.  Mr. 
Hawley  is  the  Assistant  Traffic  Manager  of  the  Southern 
Pacific  Company  at  New  York,  and  in  charge  of  their 
“Sunset”  Business. 

It  is  past  belief  that  a water  route  dominated  by  the 
Southern  Pacific  Co.  and  carrying  a large  traffic,  other 
than  that  having  destination  in  California  and  Oregon, 
was  permitted  to  injure  the  Southern  Pacific  rail  lines. 

Mr.  Walker  further  said  that  he  made  his.  rates  a certain 
percentage  less  than  the  rail  rates  to  attract  tonnage  to  his 
line;  that  he  followed  the  rail  figures  up  or  down,  and, 
(page  840)  : 

“I  find  that  I am  obliged  to  regulate  our  rates  more  or 
less  by  what  the  railroads  do;” 

that  is,  instead  of  the  Panama  route  regulating  the  rail 
rates,  the  situation  is  reversed,  and  the  rail  lines  regulate  the 
Panama  rates. 

Supposing,  however,  for  the  sake  of  argument,  that  this 
was  not  the  case.  During  a year  of  great  business  activ- 
ity, the  total  water  tonnage  west-bound  between  the  sea- 
boards, as  shown  by  the  respondent’s  witnesses,  was  only 
86,075  tons,  of  which  not  more  than  one-third  was  high 
class  freight,  an  amount  so  small  in  comparison  with  the 
entire  trans-continental  movement,  that  the  assertion  is 
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ridiculous  that  such  competition  is  of  sufficient  force  to 
prevent  relief  from  the  evils  of  which  we  complain. 

The  commercial  history  of  the  Pacific  Coast  establishes 
the  fact  that  since  the  completion  of  the  Trans-Continental 
roads,  merchants  have  seldom  availed  themselves,  to  the 
full  measure  of  the  water  routes,  and  have  sought  to  con- 
centrate their  business  upon  the  overland  routes.  The 
only  concerted  effort  made  by  the  Pacific  Coast  jobbers  to 
utilize  the  .ocean  to  anything  like  the  capacity  claimed  for 
it,  was  in  1892,  when  a line  of  steamers  was  established, 
the  object  of  which  we  have  shown  was  chiefly  to  obtain 
relief  from  the  rates  charged  by  the  Southern  Pacific  Co., 
a result  which  they  hoped  to  accomplish  by  curtailing  the 
earnings  of  the  Trans-Continental  roads,  through  the  em- 
ployment of  vessel  transportation,  an  effort  which  failed 
ignominiously,  as  all  such  efforts  must  fail  in  these  days 
of  rapidly  decreasing  cost  of  transporting  freight  by  rail, 
and  increasing  promptness  of  service. 

In  the  circulars  of  the  Pacific  Coast  Hardware  and  Metal 
Association  and  the  Pacific  Coast  Drug  Dealers’  Associa- 
tion and  others,  which  are  in  evidence  in  this  suit,  the  im- 
practicability of  transportation  by  sea,  of  the  merchandise 
handled  by  traders  in  these  lines,  is  set  forth  in  specific 
terms.  The  hardware  men,  in  their  circular,  emphasize  the 
draw-backs  to  ocean  transportation,  pointing  out  the  items 
of  interest,  insurance  and  damage  to  goods,  fluctuations  of 
value,  uncertainty  of  arrival,  etc.,  etc.,  also  mentioning 
articles  which  they  do  not  ship  by  sea  (p.  451-2-3),  but 
which  have  “water-compelled”  (?)  rates  east  of  Chicago. 
The  petition  of  the  wholesale  drug  trade  says : 

“Our  class  of  goods  has  always  been  shipped  by  railroad 
and  little  may  be  feared  that  water  competition  will  inter- 
fere with  railroad  shipments.” 

As  an  illustration  of  the  ability  of  railroads  to  attract 
by  superior  service  even  coarse  freight  from  the  water  lines, 
we  cite  the  report  of  the  Buffalo  Board  of  Trade  for  the 
year  1899,  which  shows  that  (p.  114)  during  that  year  the 
number  of  canal-boats  cleared  from  Buffalo  was  3,753,  as 
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against  7,725  for  the  year  1893,  a decrease  of  nearly  one- 
half  in  six  years,  and  (p.  120)  that,  during  the  season  of 
navigation  of  the  year  1899,  84.61  per  cent  of  all  the  grain 
received  at  New  York  came  by  rail  and  only  15.39  Per 
cent  came  by  lake  and  canal,  and  river  and  coast.  Atten- 
tion is  called  to  the  fact  that  grain  is  coarse  freight,  of 
the  kind  which  usually  seeks  the  cheapest  transportation 
regardless  of  time. 

Mr.  Markham,  Assistant  Traffic  Manager  of  the  Illinois 
Central,  in  his  testimony  before  the  Industrial  Commission, 
quotes  the  following  (page  427)  from  Captain  Brown,  of 
a Mississippi  River  steamboat  line : 

“Some  years  ago  regular  lines  of  large,  fine 
steamboats  plied  on  fixed  schedules  between  New 
Orleans,  St.  Louis,  Cincinnati,  Louisville,  Mem- 
phis, Vicksburg,  and  the  lower  river.  This  also 
applies  to  the  tributary  streams  in  Louisiana,  Mis- 
sissippi, and  Arkansas.  As  the  railroads  opened, 
the  patronage  transferred  by  the  shippers  from  the 
river  boats  to  the  rail  lines  began  to  have  serious 
effect  on  the  boats  by  a decided  reduction  in  their 
revenue  from  passenger  travel  and  freight  ship- 
ments. * * * So  much  business  was  di- 

verted from  the  river  to  rail  by  shippers  that  as  the 
boat  lines  would  lose  a boat  or  one  would  for  any 
reason  go  out  of  commission,  the  prospects  for 
profits  in  building  new  craft  were  so  uncertain  that 
there  was  no  inducement  for  the  boatmen  to  re- 
plenish their  fleets  and  keep  up  their  trade.” 

Mr.  Markhan  also  (page  436),  being  asked  by  a member 
of  the  Commission : 

“A  witness  before  this  Commission,  who  repre- 
sented the  steamship  companies,  has  testified  that, 
as  a matter  of  fact,  in  the  competition  between 
waterways  and  railroads  it  was  not  the  waterway 
which  made  the  rate,  but  the  railroad.  In  other 
words,  that  the  Illinois  Central  makes  the  rate 
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which  the  steamers  have  got  to  meet,  rather  than 
that  the  steamer  makes  the  rate  which  restricts 
charges  of  the  Illinois  Central. — A.  I have  no 
doubt  that  this  is  so  eventually.  It  must  be  so.” 

Our  Pacific  Coast  friends  have  the  cart  before  the  horse. 
While  it  is  true  that  water  competition  is  an  economic 
factor,  and  that  the  water  lines  must,  of  necessity,  take  cer- 
tain classes  of  freight,  it  is  also  true  that  the  rail  lines,  on 
account  of  better  service  and  ever  cheapening  cost  of  trans- 
portation, are  now  in  position  to  dominate  the  water  lines 
instead  of  the  water  lines  dominating  the  railroads  as 
claimed.  We  claim  that  in  common  with  the  decline  of 
water  transportation  upon  the  Mississippi  River  and  the 
Erie  Canal,  where  the  steady  improvement  in  rail  service  has 
attracted  the  bulk  of  the  business  and  permanently  curtailed 
steamboat  transportation,  so  has  the  competition  by  water 
from  the  Atlantic  to  the  Pacific  been  reduced  to  a minimum, 
and  it  is  the  recognition  of  this  change  in  transportation 
matters  which  has  moved  the  Pacific  Coast  jobbers  to 
abandon  their  fight  with  the  Southern  Pacific  and  make 
common  cause  with  that  company,  to  the  end  that  a sys- 
tem of  rail  rates  shall  be  adopted,  which  will  prohibit  mer- 
chants on  and  east  of  the  Mississippi  River  from  selling  to 
the  retail  dealers  on  the  Coast.  That  the  bulk  of  the  Pa- 
cific Coast  freight  must  hereafter  go  by  rail  is  inevitable, 
and  it  is  not  to  be  wondered  at  that  the  Pacific  Coast  job- 
bers, having  spent  over  $350,000,  as  testified  by  Mr. 
Wheeler,  in  a last  desperate  attempt  to  make  use  of  the 
ocean,  should  seek  to  make  terms  with  the  rail  carriers. 
That,  in  spite  of  the  increased  water  facilities,  the  railroads 
are  already  carrying  the  bulk  of  the  business,  and  in- 
creasing their  proportion  of  it,  is  shown  by  Mr.  Morton 
(2837)  : 

“I  think  that  the  movement  of  transcontinen- 
tal freight  is  greater  than  it  ever  was  as  com- 
pared with  the  movement  by  ocean,  say  the  last 
year.  I think  it  is  greater  than  it  ever  was  com- 
pared with  the  movement  by  ocean.” 
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The  recent  remarks  of  Mr.  J.  J.  Hill,  concerning  his  new 
line  of  trans-Pacific  steamers  show  that  he,  at  least,  is  not 
afraid  of  the  water  lines  in  competition  with  his  Great 
Northern  Railroad.  He  proposes  to  carry  trans-Pacific 
freight  overland  in  competition  with  the  Cape  Horn  and 
Panama  carrier,  and  to  make  money  doing  it.  He  is  back- 
ing his  judgment  by  building  a fleet  of  steamers  of  20,000 
tons  capacity  each,  to  accommodate  the  freight  which  he 
proposes  to  haul  by  his  railroad  as  against  the  water  lines. 
Mr.  Hill’s  uniform  success  in  transportation  enterprises 
makes  it  extremely  probable  that  he  knows  what  he  is  talk- 
ing about  in  this  particular.  In  other  words,  the  day  of 
controlling  water  competition  against  rail  carriers  is  past. 

The  witnesses  for  the  Pacific  Coast  intervenors  testified 
by  platoons  that  their  shipments  by  rail  had  materially  in- 
creased, as  compared  with  the  water  routes,  and  that  it 
was  not  because  of  any  contract  or  agreement  with  the 
railroads  or  between  themselves.  They  scouted  such  an 
idea.  Now,  why  do  they  ship  by  rail  or  by  “Sunset?” 
Simply  because  they  can  not  afford  the  long  time  in  transit 
except  on  heavy  goods.  They  can  not  afford  the  interest, 
insurance,  water  damage  and  variation  of  prices.  They  can 
not  afford  to  be  out  of  certain  sizes  or  brands,  now  that 
we  have  undertaken  to  supply  the  California  retailer  with 
whatever  he  needs,  and  to  ship  it  at  once. 

In  addition  to  the  large  amount  of  freight  carried  under 
the  class  rates  on  a “water-compelled”  basis,  which  can 
not  go  by  water  (Concord  grapes,  for  example),  is  a list  of 
275  commercial  articles,  which  are  provided  with  “water- 
compelled”  (?)  postage-stamp  rates  in  the  Trans-Conti- 
nental commodity  tariff,  but  which  do  not  appear  in  the 
manifests  of  the  Cape  Horn  carriers.  Water  competition, 
to  be  controlling,  must  carry  at  least  a portion  of  the 
freight.  These  goods  not  having  been  carried  at  all  around 
the  Horn,  during  a whole  year  of  great  business  activity, 
shows  they  are  not  subject  to  water  competition  of  such 
controlling  force  as  claimed  by  respondents. 
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Articles  not  carried  around  the  Horn  in  1899  that  are  provided  with 
postage  stamp  rates  in  transcontinental  tariff. 


Advertising  Matter,  Almanacs, 
etc., 

Aluminum  Ware, 

Animal  and  Poultry  Food, 
Antimony, 

Apple  Skins  and  Apple  Cores, 
dried, 

Argol, 

Arsenic,  Crude, 

Asbestos,  Roofing,  etc., 

Babbitt  Metal, 

Backing,  Picture, 

Bacon,  Sliced,  in  Glass, 

Bagging,  Cotton, 

Bags  and  Bagging,  Burlap, 
Baking  Powders 
Base  Balls, 

Barytes, 

Base  Ball  Bats, 

Beer, 

Belting, 

Bicycles, 

Billiard  Tables. 

Bitters, 

Blackboards, 

Bone  Black, 

Brass  Ingots, 

Brass  Plates,  Pipe,  etc., 

Brass  Valves  and  Fittings, 
Bronze  Powder, 

Brushes,  Paint,  Shoe,  etc., 
Buckets,  Well, 

Buggies,  Carriages  and  Automo- 
biles, 

Burial  Cases, 

Cans  Iron  and  Tin, 

Cans,  Glass  and  Oil, 

Carpets  and  Rugs, 

Cartridge  Shells, 

Cartridges,  Metallic, 

Cash  Registers, 

Celluloid  Goods, 

Cement,  Liquid, 


Cheese, 

China  and  Majolica  Ware, 

Clay  and  Pitch  Pigeons, 

Clocks, 

Clothespins, 

Clothing,  Gloves,  Hosiery,  etc., 
Clubs,  Indian, 

Cocoanut,  Concentrated  or  Desic- 
cated, 

Coffee,  Green  and  Roasted, 
Chickory, 

Compound  for  Insulating, 
Compound,  Welding, 

Conduits,  Paper, 

Confectioners’  Milk  and  Glucose 
Paste, 

Cooperage, 

Copper,  Pipe,  Plate, 

Copying  Presses,  Hand, 

Cream  of  Tartar, 

Croquet  Sets, 

Currants,  Dried, 

Dates, 

Deer  Skins, 

Diving  Apparatus, 

Draper  Sticks, 

Dry  Goods,  Blankets,  Cotton 
Goods,  etc., 

Dumb  Bells, 

Egg,  Crystallized, 

Electrical  Machinery,  Motors, 
etc., 

Electrotype, 

Enamel  Finish, 

Excelsior, 

Extract  of  Beef, 

Extracts,  Flavoring,  etc., 
Fasteners,  Paper, 

Faucets,  Pewter, 

Faucets,  Plated, 

Felt,  Roofing  and  Building, 
Felting,  Boiler,  Pipe  and  Shoddy, 
Fencing,  Metal, 
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Fibre,  Aluminum, 

Fibre,  Cocoanut,  etc., 

Fibre  Ware, 

Filters,  Water,  Stone, 

Fire  Pails,  Chemical, 

Fish,  Desiccated, 

Fish,  Dried  and  Salted, 

Fly  Poison  Plate,  Tin, 

Foil,  Lead, 

Food,  Baby,  Malted  Milk, 

Foots,  Cotton  Seed, 

Fruit  Boxes, 

Fuel,  Composition, 

Fuse  Cloth, 

Gas  Fixtures, 

Gelatine, 

Ginger  Ale  and  Mineral  Water, 
Glass,  Window,  Common, 

Glass,  Plate,  Rough,  Decorated, 
etc., 

Glaziers’  Lead, 

Glue, 

Glycerine, 

Grating,  Illuminated  Sidewalk, 
Grease,  Tanners’, 

Gum,  Copal,  Shellac,  etc., 

Gunny  Cloth. 

Hair, 

Hassocks, 

Hemp, 

Holliday  Cards, 

Hopper  Trucks, 

Horse  Yokes, 

Hose, 

Hose  Reels, 

Infusorial  Earth, 

Iron,  Corrugated, 

Iron,  Crowbars, 

Iron,  Fire  Plugs  and  Hydrant, 
Iron,  Jail  Work, 

Iron,  Lathing,  Wire, 

Iron,  Link  Belting, 

Iron  Rolls,  for  Flour  and  Sugar 
Mills. 

Iron  Shafting, 


Iron  Telegraph  Poles, 

Ladders,  Step, 

Lamps,  Metal,  etc., 

Lard  and  Lard  Substitutes, 

Lasts,  Boxed, 

Lawn  Sprinklers, 

Lawn  Swings, 

Lead,  Bar,  Pipe,  Sheet, 

Lead  Traps, 

Leather, 

Lithographic  Stones, 

Looking  Glasses, 

Macaroni  and  Vermicelli, 
Machinery, 

Madder, 

Magnesia, 

Mantels,  Wood  and  Iron, 
Matches, 

Mattresses,  Metallic,  Wire  Cots, 
etc., 

Meat  Currie, 

Mercury,  Fulminate,  Crude, 
Metal,  for  Stereotypers, 

Meters, 

Mineral  Wool, 

Mouldings,  Picture  and  Frame,’ 
Money  Drawers, 

( Mops, 

Musical  Instruments, 

Music  Boxes, 

Mustard, 

Mutoscopes, 

Nets  and  Netting,  Fish, 

Netting,  Cotton, 

Nuts,  Edible, 

Nut  Kernels, 

Oil  Meal  and  Oil  Cake, 

Oil  Well  Jars, 

Opium,  Gum, 

Ore,  Manganese, 

Ox  Bows  and  Yokes, 

Paper  Holders  and  Cutters, 
Pearl  Ash, 

Pencil  Boxes, 

Pencils,  Slate, 


-55- 


Picture  Matting, 

Pipes,  Clay,  . 

Pipe,  Water,  Wooden, 

Plaster  Board, 

Potash,  Cyanide, 

Potato  Flour, 

Pots,  White  Lead, 

Powder,  Keg  Material,  Metal, 
Preserves, 

Presses,  Printing, 

Printed  Matter, 

Pulley  Blocks  and  Chains, 

Pulleys,  Sash, 

Pumice  Stone, 

Putty, 

Reading  Charts, 

Refrigerators, 

Rice,  Rice  Flour,  etc., 

Roofing,  Granite  and  Gravel, 
Rubber  Boots  and  Shoes, 

Rubber  Clothing, 

Rubber,  Crude, 

Rubber  Horse  Shoe  Pads, 

Rubber  Packing, 

Rubber  Rings,  for  Fruit  Jars, 
Rubber  Sheeting, 

Rubber  Spittoons, 

Rubber  Springs, 

Rubber  Tires, 

Rubber  Tubing, 

Saddletrees, 

Sago, 

Salts,  Epsom  or  Glauber, 

Sash,  Doors  and  Blinds, 
Sawbucks, 

Scales  and  Scale  Beams, 

Screens,  Foundry, 

Sewing  Machines, 

Shavings,  Brewers’, 

Shingles,  Iron  and  Metal, 

Shoe  Findings, 

Shoes,  Rings,  Tires  or  Dies,  for 
Quartz  Mill, 

Shot, 

Silica, 


Sinks,  Cast  Iron, 

Skids, 

Slate,  Roofing, 

Slate  Slabs, 

Slates,  School, 

Sleds,  Bob, 

Sleds,  Dog, 

Soapstone, 

Soapstone  Slabs, 

Soda  Water  Retainers, 

Solder, 

Spoons  and  Forks,  not  Plated, 
Springs,  Bed  or  Wagon, 

Springs,  Wire, 

Stair  Pads, 

Stamped  Ware, 

Staves  and  Headings, 

Stearine, 

Stitching  Horses, 

Stones,  Sand,  Whet  or  Scythe, 
Stove  Boards, 

Sugar,  Maple, 

Sumac, 

Sweat  and  Collar  Pads, 

Tacks, 

Talking  Machines, 

Tallow, 

Tape,  Insulating, 

Tarpaulins, 

Tea  and  Tea  Dust, 

Teasels, 

Tile,  Fire  and  Roofing, 

Tiling,  Marble,  Slate,  etc., 

Tin  Foil, 

Tin,  Pig  or  Bar, 

Tobacco,  Domestic,  Unmanufac- 
tured, 

Tobacco,  Cut  Plug,  Smoking,  etc.,* 
Toy  Drums,  Trunks,  etc., 
Tricycles  and  Velocipedes, 
Trimmings,  Brass  or  Nickel, 
Trimmings,  Coffin,  Silver-Plated, 
Trucks,  Stove  and  Warehouse, 

T runks, 

Trunk  Slats, 
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Tubes,  Glass  or  Tin, 
Tubes,  Zinc, 

Tuyeres,  Clay, 

Twine,  Binding, 

Type, 

Typewriter  Desks, 
Vinegar,  in  Wood, 
Wall  Finish, 

Well  Points, 
Whipstocks, 

Wicks  and  Wicking, 


Willowware, 

Window  Shades, 
Windmills, 

Wire,  Copper  and  Brass, 
Window  Screens,  etc., 
Woodenware, 

Yeast  Cakes, 

Zinc,  Plate,  Slab,  Sheet, 
Zinc,  Chloride, 

Zinc,  Sulphate. 


Nevertheless  the  Southern  Pacific  has  forced  the  postage- 
stamp  basis  upon  them.  The  reason  is  shown  by  Mr. 
Stubbs’  remarks  (page  2017)  : 

“We  like  the  long  haul.  We  work  for  our 
‘Sunset’  route  as  against  the  shorter  haul.” 

Suppose,  however,  we  grant  for  the  sake  of  argument  all 
the  defendants’  contention,  concerning  water  competition. 
That  it  is  important  in  amount  and  of  controlling  force, 
and,  in  fact,  so  overwhelming  that  it  prevents  them  from’ 
satisfying  our  complaint,  it  is  a self-evident  fact  that  such 
water  competition  would  naturally  have  the  effect  of  re- 
ducing the  rail  carriers’  rates.  In  the  case  of  the  present 
tariff,  which  is  complained  against,  however,  their  rates 
have  actually  been  raised;  some  of  them  50  per  cent  or 
more.  How  is  this  to  be  explained?  Simply  because  the 
Pacific  Coast  merchants  have  contracted  to  pay  higher 
rates  as  the  consideration  for  an  unlawful  discrimination 
against  their  smaller  neighbors. 

We,  therefore,  claim  that  we  have  shown  the  injustice 
and  unreasonableness  of  “postage  stamp”  rates,  and  that 
the  facts  alleged  by  the  respondents : 

(3)  With  respect  to  blanket  rates,  so-called,  that  water 
competition,  important  in  amount  and  of  controlling  force, 
exists  upon  shipments  from  the  Atlantic  Coast  to  the  Pa- 
cific Coast,  which  does  not  exist  from  St.  Louis,  Chicago 
and  other  interior  points,  justifying  the  observance  of  no 
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lower  rating  from  such  interior  places  than  prevails  from 
the  Atlantic  Coast, — 

are  not  shown  to  the  extent  as  claimed. 

(Water  competition  is  further  discussed  under  “Graded 
rates.”) 

Graded  Rates. 

In  the  answers  of  the  Great  Northern  and  Northern  Pa- 
cific Companies,  a desire  is  expressed  for  an  abandonment  of 
the  “postage-stamp”  principle,  and  a return  to  the  graded 
rates  that  shall  recognize  the  geographical  position  of  the 
communities  west  of  the  Atlantic  seaboard.  In  the  case  of 
the  Colorado  Fuel  and  Iron  Company,  Mr.  Morton,  now 
Vice  President  of  the  Atchison  Company,  who  was  com- 
plainant, witness,  counsel,  and,  later,  defendant  in  that  case, 
contended  for  graded  rates,  and  Mr.  Munroe,  Freight 
Traffic  Manager  of  the  Union  Pacific,  Mr.  Babcock,  Gen- 
eral Traffic  Manager  of  the  Rio  Grande  Western,  and  Mr. 
Hughes,  General  Traffic  Manager  of  the  Denver  & Rio 
Grande  Road,  all  testified  in  favor  of  graded  rates,  and  Mr. 
Stubbs,  in  his  testimony  in  this  present  case,  at  the  San 
Francisco  hearing  (page  2012)  states  that  he  favored  a less 
rate  from  Pueblo  than  from  Chicago,  his  net  earnings  being 
correspondingly  greater,  but  that  he  was  prevented  by  the 
Interstate  Commerce  Act  from  adopting  such  a basis. 

(On  pages  2013  and  2014,)  Mr.  Stubbs  makes  it  clear 
that  all  his  connections  and  competitors  desire  that  the 
rates  to  California  shall  be  graded,  according  to  distance, 
and  that  he.  alone  opposes  it,  and  on  the  ground  that  such  an 
adjustment  would  call  attention  to  some  other  of  his  rates 
which  may  be  in  violation  of  the  law. 

Mr.  Stubbs’  contention  is  that,  given  a water-compelled 
rate,  from  New  York  to  San  Francisco,  and  the  application 
of  that  rate  or  less  from  Chicago  to  San  Francisco,  the  in- 
terpretation given  to  the  Act  to  Regulate  Commerce  by  the 
officials  of  the  Southern  Pacific  Co.  will  require  a less  rate 
from  Chicago  to  Elko,  Reno,  Winnemucca,  etc.,  than  to 
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San  Francisco.  It  is  a poor  defense  of  an  injustice  to  show 
that  its  righting  might  also  right  other  wrongs. 

If  their  interpretation  of  the  law,  in  its  application  to 
graded  rates,  is  correct,  why  does  not  the  same  principle 
hold  good  with  respect  to  the  present  “postage-stamp” 
basis?  If  a blanket  rate  covers  all  the  territory  east  of  the 
Mississippi  River,  why  is  it  not  necessary  to  also  blanket 
California?  If  the  products  of  California  are  shipped  from, 
say,  Fresno,  at  the  same  rate  as  from  San  Francisco,  to  all 
points  east  of  Missouri  River,  at  the  same  blanket  rate, 
why  should  not  Eastern  manufacturers  ship,  say,  from 
Pittsburgh  at  the  same  rate  as  from  New  York,  having  a 
blanket  rate  covering  California,  instead  of  paying  higher 
to  Fresno  than  to  San  Francisco?  It  is  a poor  rule  which 
will  not  work  both  ways.  The  reason  it  does  not  is  that  it 
happens  to  be  not  to  the  individual  interest  of  the  Southern 
Pacific.  Mr.  Morton  covers  this  (2732)  : 

Question : “Can  you  tell  me  any  reason  why  if 
graded  rates  from  points  of  origin  necessitate 
graded  rates  to  points  of  destination — any  reason 
why  postage  stamp  rates  from  points  of  origin 
ought  not  to  necessitate  postage  stamp  rates  to 
points  of  destination.  Is  there  any  difference  in 
principle  between  the  two  things  that  you  can  tell 
me?”  Answer.  “I  do  not  see  any.” 

We  contend,  first,  that  Mr.  Stubbs’  premises  are  wrong; 
that  the  New  York-San  Francisco  rates  are  not,  in  degree 
as  claimed,  “water-compelled”  rates,  nor  are  they  as  great  as 
the  Southern  Pacific  Co.  could  obtain  if  it  were  willing  to  do 
so.  We  contend  that  certain  New  York-San  Francisco 
rates  are  held'  down  to-day,  voluntarily,  by  the  Southern 
Pacific  Co.,  for  the  purpose  of  discouraging  shipments  by 
routes  other  than  the  Morgan  Line  and  “Sunset”  through 
New  Orleans.  Whenever  the  rate  is  advanced  beyond  its 
present  basis,  the  other  rail  carriers  in  competition  with 
the  Southern  Pacific  Co.  will  find  the  business  more  at- 
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tractive,  and  sharper  competition,  with  consequent  loss  to 
the  “Sunset’  Route,  will  ensue. 

The  Morgan  Line-Sunset  rates  apply  not  only  from 
seaboard  points,  where  they  find  water  competition,  but 
they  also  absorb  the  local  charges  from  interior  points  to 
their  New  York  docks,  the  evidence  showing  that  they 
sometimes  extended  this  as  far  west  as  Pittsburgh.  If 
there  is  no  water  competition  at  Chicago,  there  is  no  water 
competition  at  Pittsburgh.  Why,  then,  do  they  do  this? 
They  haul  their  west-bound  freight  this  distance  east-bound 
not  to  compete  with  water  carriers,  but  to  compete  with  the 
rail  carriers,  by  giving  a free  inland  haul  so  far  as  the 
shipper  or  consignee  is  concerned. 

Mr.  Morton  clearly  supports  this  statement  (2779)  : 

“There  is  not  any  doubt  in  my  mind  that  these 
rates  to  the  Pacific  Coast  are  based  largely  on  the 
self-interest  of  the  Southern  Pacific  Railroad, 
which  has  been  the  strong  factor  in  making  these 
rates.  * * * * They  would  have  had  the 

rates  from  Chicago  higher  than  from  New  York 
if  they  could  have  arranged  it.  Until  about  the 
time  the  Southern  Pacific  Railroad  acquired  the 
Morgan  Line  the  rates  from  New  York  City  to 
San  Francisco  by  rail  were  higher  than  they 
were  from  Chicago.  So  that  it  is  not  at  all  un- 
reasonable for  other  railroads  interested  in  this 
traffic  to  have  thought  that  self-interest  dictated 
the  policy  of  the  Southern  Pacific  Railroad  to  a 
- very  large  extent;  and  every  railroad  in  the  west- 
ern country  that  has  had  anything  to  do  with 
making  of  rates  to  the  Pacific  Coast  has  heretofore 
been  dominated  by  the  selfish  desires  of  the  South- 
ern Pacific  Railway  Company.” 

This  is  clearly  shown,  not  only  by  the  numberless  ar- 
ticles, which  do  not  appear  in  the  manifests  of  the  Cape 
Horn  carrier,  but  by  the  petition  of  the  Pacific  Coast  mer- 
chants, which  states  that  the  following  articles  are  not  sub- 


— 6o — 


ject  to  water  competition:  Agricultural  Implements, 
power  and  hand;  Brushes,  Shoes,  Scrub  and  Stove;  Brass 
and  Copper  Goods  (Holbrook);  Cotton  Duck;  Pipe,  sheet 
spiral;  Horse  Nails;  Cotton  Rope;  Rope  N.  O.  S. ; Sad 
Irons ; Road  Scrapers ; Grading  Plows ; Shovels  and 
Spades;  Bed  Springs;  Carriage  and  Wagon  Springs;  Twine 
and  Cordage;  Washboards;  Washing  Machines;  Plumbers’ 
Woodwork;  Wheelbarrows;  Wire  products,  from  Mining 
Screen  Cloth  to  Coarse  Netting;  Wire  Cloth  and  Netting; 
Wire  Fencing;  Wire  Screens;  Zinc,  plate,  sheet,  slab; 
Drugs,  Chemicals  and  Medicines.  It  seems  inconceivable 
that  32  prominent  houses  of  the  Pacific  Coast  would  sign 
this  statement,  unless  there  was  truth  in  it.  All  these 
articles  are  provided  with  the  so-called,  “water-compelled” 
rates,  most  of  them  “postage-stamp”  and  the  others 
“blanket”  to  the  Mississippi  River.  If  it  is  water  compe- 
tition only  which  lowers  these  rates,  why  can  not  the  car- 
riers secure  higher  revenue  on  these  and  other  articles 
not  carried  by  water? 

We  agree  with  Mr.  Kruttschnitt  that  distance  is  one  of 
the  most  important  factors  entering  into  the  question  of 
freight  rates,  who  said  (page  1759  & 1767)  that  it  cost 
the  Southern  Pacific  Co.  just  five  times  as  much  to  haul  the 
same  freight  five  times  the  distance,  and  hold  that  every  city 
is  entitled  to  the  recognition  of  its  location  and  natural  ad- 
vantages, and,  i hence,  that  Chicago,  St.  Louis,  Kansas 
City  and  Denver,  and  every  other  place,  should  be  given  a 
rate  of  transportation  upon  carloads  and  less-than-carloads, 
according  to  its  distance,  which  will  compare  favorably 
with  prevailing  rates  from  more  distant  points.  (Not 
necessarily  the  same  rate  per  mile  for  short  as  for  long 
hauls. ) 

There  are  able  traffic  men,  besides  those  representing,  the 
S.  P.  Co. — We  have  six  of  them  on  record  in  favor  of 
graded  rates.  It  may  seem  strange  that  there  should  be  a 
diametrical  difference  on  such  an  important  point,  but  the 
reason  is  easy  to  find.  They  can  see  the  straw  stuffing  in 
this  bogieman  of  water  competition.  They  know  that  the 
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sure  way  to  dispose  of  the  water  fellow  is  to  carry  the 
goods  from  producing  points  west  of  the  Atlantic  Coast  to 
the  consumer  east  of  the  Pacific  Coast — then  the  traffic 
becomes  almost  local  business  to  the  line.  So  long  as  it  is 
handled  between  Eastern  seaboard  and  Pacific  Coast  ter- 
minals, it  may  he  anybody’s  business  but  theirs,  and  in 
fact  largely  belongs  to  the  “Sunset.”  Why  did  graded 
rates  exist  upon  some  articles,  and  not  on  shelf  hardware? 
Simply  because  the  former  are  low-class  freight  and  the 
S.  P.  could  not  afford  to  absorb  the  local  charges  to  its 
Morgan  Line  steamers,  but  preferred  the  business  via  the 
Ogden  Route.  High-class  freight  can  be  profitably  carried 
for  the  long  haul  after  absorbing  the  arbitrary. 

The  Southern  Pacific  Co.  occupies,  in  this  controversy, 
the  position  not  of  a common  carrier,  but  of  a merchant  of 
transportation.  They  are  selling  their  services  for  what 
they  consider  the  best  advantage  to  themselves.  If  we  ac- 
cept their  view,  their  own  actions  convict  them  of  bad  busi- 
ness policy  from  the  standpoint  of  a merchant. 

They  are  building  up  and  intensifying  that  which  they 
state  is  dangerous  water  competition.  They  are  building  up 
terminal  points,  both  east  and  west,  at  the  expense  of  the 
interior,  and  are  encouraging  traffic  to  move  between  points 
subject  to  water  competition.  A successful  mercantile 
house,  when  confronted  by  a ruinous  competition,  seeks  not 
to  engage  in  it  directly,  but  to  substitute  some  other  trade 
therefor. 

One  of  the  unexplained  things,  to  the  merchant,  in  rail- 
road business  has  been  the  apparent  desire  of  many  rail- 
road men  to  reach  out  for  traffic  at  cut  rates  between  long- 
distance points,  to  the  detriment  of  better-paying  freight 
nearer  home.  If  the  water  lines  can  carry  freight  from  New 
York  to  San  Francisco  at  a very  cheap  rate,  and  that 
freight  originates  in  the  interior,  west  of  the  Atlantic  sea- 
board, and  its  ultimate  destination  is  in  the  interior,  east  of 
the  Pacific  seaboard,  why  is  it  not  better  railroading  to  so 
make  their  rates  that  traffic  would  move  overland  from  the 
point  of  supply  nearest  to  the  point  of  consumption?  The 
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answer  is  that  it  is  good  railroading;  that  the  majority  of 
the  traffic  men  interested  in  this  case  so  believe,  but  that 
for  the  present  it  is  not  to  the  advantage  of  the  Southern 
Pacific  Co.,  or  its  officials  think  it  is  not  to  their  advantage. 
They  wish  to  control  to  their  own  line  the  bulk  of  the 
business  for  the  long  haul,  by  building  a Chinese  wall 
around  California  and  keeping  out  other  merchants  and 
other  carriers. 

There  is  a forgotten  man  in  this  controversy,  who  has  not 
been  represented,  except  through  the  testimony  of  the  retail 
dealers.  He  is  the  consumer  of  California,  who  is  forced  to 
pay  a high  tariff  tax  for  the  support  of  large  profits  to  a 
combination  of  the  Southern  Pacific  railroad  and  a clique  of 
merchants. 

The  attitude  of  the  Pacific  Coast  jobbers  towards  the 
question  of  graded  rates  is  very  amusing.  We,  who  were 
in  early  attendance  at  the  Monterey  meeting,  remember  that 
their  representatives  had  nothing  to  say  against  the  graded 
basis.  The  previous  tariff,  which  Mr.  Wheeler  has  testi- 
fied was  a reasonable  and  correct  one,  was  on  a graded 
basis.  After  the  arrival  at  Monterey  of  the  Southern  Pacific 
representatives  there  was  a sudden  change  of  front 
on  the  part  of  the  California  merchants.  They  had  evi- 
dently been  “coached”  over  night,  and  learned  their  lesson 
so  well  that  they  have  stuck  to  it  ever  since,  without,  how- 
ever, being  able  to  make  a satisfactory  explanation  of  their 
views.  Even  Mr.  Mather’s  searching  inquiries  at  the  San 
Francisco  hearing  failed  to  bring  out  anything  very  tangi- 
ble, excepting  an  immediate  threat  of  diversion  of  shipments 
from  the  Rock  Island  road.  It  is  perfectly  apparent  to  us 
that  the  Southern  Pacific  representatives  notified  them  that, 
if  they  wished  protection  from  their  Eastern  competitors, 
they  must  help  pull  the  former’s  chestnuts  out  of  the  fire. 

(4)  HIGHER  INTERMEDIATE  RATES. 

Again  referring  to  the  differing  conditions  in  interme- 
diate territory  in  Oregon  and  Washington — that  is,  that  the 
class  rates  of  the  Northern  Pacific  and  Great  Northern  are 
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no  more  to  intermediate  points  than  they  are  to  the  Coast — 
we  would  invite  the  attention  of  the  Commission  to  the 
fact  tha’t  the  astonishing  prosperity  of  Seattle  is  evidence 
that  such  an  adjustment  is  not  necessarily  fatal  to  the  Pacific 
Coast  cities,  as  has  been  claimed  by  the  respondents  and 
the  intervening  California  merchants.  Suppose  we  accept 
the  latter’s  plea  that  they  cannot  meet  our  competition  in 
open  market,  but  must  have  assistance  from  the  railroad 
companies ; is  not  the  fact — that  rates  to  all  interior  points 
in  California  are  built  up  by  adding  the  local-rates-back  to 
the  rate  to  the  nearest  terminal — a sufficient  protection  ? 

The  roads  in  Central  Traffic  territory  do  not  charge  more 
upon  shipments  from  Pittsburgh  to  Ft.  Wayne  than  they 
do  from  New  York  to  Chicago,  but,  on  the  contrary,  only 
about  one-half.  Suppose,  however,  that  they  did  charge 
more,  as  is  the  present  system  in  California,  can  the  Com- 
mission doubt  that  a merchant  in  Chicago  would  be  so 
thoroughly  protected  from  a competitor  in  Pittsburgh  that 
he  could  absolutely  control  the  business? 

We  do  not  specifically  attack  the  Trans  Continental  inter- 
mediate rates,  but  we  do  wish  the  Commission  to  under- 
stand that,  in  conceding  to  the  Pacific  Coast  jobbers  this 
much  protection,  the  merchants  of  the  Mississippi  Valley 
are  showing  a magnanimity  which  should  satisfy  even  an 
unreasonable  competitor. 

Respectfully  submitted, 

J.  J.  Wait, 

For  the  Chicago  Intervenors. 

Chicago,  Oct.  i,  1901. 


